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A THEORY OF ECONOMIC DEVELOPMENT 


By Gustav RANIS AND Joun C. H. Fei* 


This paper attempts to make a contribution towards the theory of 
growth by rigorously analyzing the transition process through which an 
underdeveloped economy hopes to move from a condition of stagnation 
to one of self-sustaining growth. Since the totality of economies bearing 
the “underdeveloped” label admittedly defies easy generalization, we 
shall be primarily concerned here with the labor-surplus, resource-poor 
variety in which the vast majority of the population is typically en- 
gaged in agriculture amidst widespread disguised unemployment and 
high rates of population growth. We hope to accomplish our task by 
drawing liberally on the stock of already accepted ideas and then pro- 
ceeding to weave them into a general explanatory model of economic 
growth. 

Our analysis begins with an economy’s first departure from quasi- 
stagnation or the initiation of the so-called take-off process.' Rostow 
defines this as a period of two or three decades during which the economy 
transforms itself in such a way that economic growth becomes, sub- 
sequently, more or less automatic; its characteristics are a reduction of 
the rural proportion of the population, a doubling of savings rates and 
the first marked and continuous flowering of industry stimulated by 
the availability of surplus labor [11, pp. 25-32]. This well-known intui- 
tive notion has been chosen as our point of departure. For our basic ana- 
lytical tool-kit, however, we draw heavily on the work of Arthur Lewis. 

In his celebrated articles Lewis [3] [4] presents a two-sector model and 
investigates the expansion of the capitalistic or industrial sector as it is 
nourished by supplies of cheap labor from the subsistence or agricultural 

* The authors are assistant professor at Yale University and associate professor at Antioch 
College, respectively. This paper was initiated while both were associated with the Institute 


of Development Economics, Karachi, Pakistan. Comments by Bela Balassa and John M. 
Montias of Yale University are gratefully acknowledged. 


' This is not to understate the importance of a prior preconditioning period (see [1] and 


(9]) when potentially expansionary institutional forces are being mobilized and render the 
system capable of a significantly positive response to a random stimulus. 
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sector.? Development consists of the re-allocation of surplus agricultural 
workers, whose contribution to output may have been zero or negligible, 
to industry where they become productive members of the labor force 
at a wage equal (or tied to) the institutional wage in agriculture. This 
process continues until the industrial labor supply curve begins to 
turn up. 

Lewis, however, has failed to present a satisfactory analysis of the 
subsistence or agricultural sector. It seems clear that this sector must 
also grow if the mechanism he describes is not to grind to a premature 
halt. Pursuit of this notion of a required balance in growth then leads 
us to a logically consistent definition of the end of the take-off process. 

Finally, the economy must be able to solve its Malthusian problem 
if the process of development along a balanced-growth path is to prove 
successful. Considerations of this nature have given rise to the so-called 
“critical minimum effort” theory [2], which deals with the size of the 
effort required to achieve a more-than-temporary departure from stag- 
nation. We shall show, in the course of our analysis, that the concept of 
a critical minimum effort does not presuppose some absolute magnitude 
of effort but contains a built-in time dimension permitting the size of 
the effort to vary with the duration of the take-off process. 

The contribution of this paper, then, is to construct a theory of 
economic growth of which the above ideas, rigorously formulated, 
constitute component parts. In Section I we present the basic struc- 
tural assumptions of our model with emphasis on analysis of the role 
of the “neglected” agricultural sector. Section II generalizes the previ- 
ously “static” analysis by admitting the possibility of a change of pro- 
ductivity in the agricultural sector. In Section III we introduce changes 
in industrial productivity and the notion of a ‘“‘balanced growth cri- 
terion” by means of which the termination of the take-off process is 
formally defined. Section IV proceeds with a precise mathematical 
formulation of our theory which enables us to make certain quantitative 
conditional predictions as a first test of its empirical relevancy. Finally, 
in Section V, we integrate population growth as well as some other real- 
world complexities into our model and investigate the notion of the 
critical minimum effort in relation to the length of the take-off process. 


I. The Basic Assumptions 


Our formal explanatory model is presented with the help of Diagram 
1. Diagram 1.1 depicts the industrial sector and Diagrams 1.2 and 1.3 


* We wish to underscore the absence of any necessary one-to-one relationship between the 
subsistence sector and agriculture, or between the capitalistic sector and industry in most 
less-developed economies. The existence of substantial islands of commercialized production 
in the primary sector and of sizable subsistence enclaves in the small-scale and service indus- 
tries does not, however, bar Lewis, or us, from using this short-hand terminology. 
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the agricultural sector. The first is the familiar Lewis diagram measuring 
industrial labor on the horizontal axis OW and its marginal physical 
productivity (MPP) on the vertical axis OP. The demand curve for 
labor (i.e., the MPP curve dif), together with the supply curve of labor 
(Stt’'S’), determines the employment of the industrial labor force (Si). 
Since the marginal physical productivity curve depends on the size of 
the capital stock cooperating with the labor force, an increase in the 
capital stock leads to a shift of the MPP curve to the right, e.g. to d’t’f’. 
Lewis’ “unlimited”? supply curve of labor is defined by the horizontal 
portion of the supply curve, i.e. St. When this supply curve turns up, 
unlimitedness comes to an end. Our first problem is to investigate the 
conditions of this turning point. This leads us to focus attention on 
the agricultural sector. 

In Diagram 1.3 let the agricultural labor force be measured on the 
horizontal axis OA (reading from right to left), and let agricultural out- 
put be measured on the vertical axis OB (downward from O). The curve 
ORCX describes the total physical productivity of labor (TPP) in the 
agricultural sector. This curve is assumed to have a concave portion 
ORC showing a gradually diminishing marginal productivity of agricul- 
tural labor and a horizontal portion XC where marginal product 
vanishes. The portion of any labor force in excess of OD may be con- 
sidered redundant in that its withdrawal from agriculture would not 
affect agricultural output. 

At tne initial (or break-out) point let the entire labor force OA be 
committed to agriculture, producing a total agricultural output of AX. 
Let us assume that the agricultural output AX is totally consumed by 
the agricultural labor force OA. Then the real wage is equal to AX/OA 
or the slope of OX. The persistence of this wage level is sustained by in- 
stitutional or nonmarket forces since under competitive assumptions the 
real wage would fall to zero, at equality with MPP. We shall call this 
the institutional wage. 

Let point R on the total output curve be the point at which the MPP 
equals the institutional wage, i.e. the dotted tangential line at R is paral- 
lel to OX. We can then define AP as the disguisedly unemployed agri- 
cultural labor force since, beyond P, MPP is less than the institutional 
wage.® 

Note that Diagrams 1.1, 1.2, and 1.3 are “lined up.’”’ Any point on 
the horizontal axis of Diagrams 1.1 to 1.3 represents a particular way 
in which the total population or labor force OA is distributed between 
the two sectors; for example, at point P (Diagrams 1.2 and 1.3) the 


* Redundancy is a technological phenomenon, i.e., determined by the production function. 
Disguised unemployment, on the other hand, depends upon the production function, the 
institutional wage, and the size of the agricultural population. In other words, it is an economic 
concept. 
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agricultural labor force is OP and the (already allocated) industrial 
labor force is AP. If, at the break-out point, the entire population, 
OA, is engaged in the agricultural sector, the allocation process during 
take-off can be represented by a series of points, A, G, D, I, P, etc., on 
OA, gradually moving towards O.‘ 

The important concepts of disguised unemployment, redundant labor 
force and institutional wage can be more clearly depicted with the aid 
of Diagram 1.2, in which agricultural output per worker is measured on 
the vertical axis AN. Let ADUV be the marginal physical productivity 
(MPP) curve of labor in the agricultural sector. Let the vertical distance 
AS equal the institutional wage (shown also as PU, equal to MPP of 
agricultural labor at U, lined up with P and R in Diagram 1.3). Three 
phases in the re-allocation process may now be distinguished: (1) Phase 
1 is the range for which MPP=0, i.e., the total productivity curve in 
Diagram 1.3 is horizontal. This phase marks off the redundant labor 
force, AD. (2) Phase 2 is the range for which a positive MPP is less 
than the institutional wage. Phases 1 and 2 together mark off the exist- 
ence of the disguisedly unemployed labor force, AP. (3) Phase 3 is the 
range for which MPP is greater than the institutional wage rate assumed 
to prevail at the break-out point. 

We assume that the institutional wage AS prevails during phases 1 
and 2 and a wage rate equal to MPP prevails in phase 3. Only when the 
disguisedly unemployed have been absorbed, i.e. in phase 3, does the 
marginal contribution of labor to output become as great as or greater 
than the institutional real wage. As a result, it is then to the advantage 
of the landlord to bid actively for labor; the agricultural sector can be 
said to have become commercialized as the institutional wage is aban- 
doned and competitive market forces yield the commonly accepted 
equilibrium conditions. Under these assumptions the agricultural real 
wage in terms of agricultural goods is defined by the curve SUV in 
Diagram 1.2, consisting of a horizontal portion SU and a rising portion, 
UV. This curve may be called the supply-price curve of agricultural 
labor. It indicates for each level of real wage the amount of labor that 
may be released from the agricultural sector. 

The transition into phase 3 constitutes a major landmark in the de- 
velopmental process. With the completion of the transfer of the dis- 
guisedly unemployed, there will occur a switch, forced by circumstance, 
in employer behavior, i.e. the advent of a fully commercialized agri- 
cultural sector. This landmark may be defined as the end of the take-off 
process. We know no other way to establish a nonarbitrary criterion 
for an economy reaching the threshold of so-called self-sustaining 
growth.® 

* The present assumption of an unchanging population will later be relaxed. 

5 Whether or not growth can ever really be “self-sustaining,” in Rostow’s phrase, is basi- 
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Returning now to Diagram 1.3, we see that, as agricultural workers 
are withdrawn, a surplus of agricultural goods begins to appear. That 
portion of total agricultural output in excess of the consumption re- 
quirements of the agricultural labor force at the institutional wage is 
defined as the total agricultural surplus (TAS). The amount of TAS can 
be seen to be a function of the amount of labor reallocated at each stage. 
For example, if agricultural workers to the extent of AG are withdrawn 
in phase 1 and re-allocated, JG is required to feed the remaining agri- 
cultural workers and a TAS of size JF results. The TAS at each point 
of allocation in phases 1 and 2 is represented by the vertical distance 
between the straight line OX and the total physical productivity curve 
ORCX. (For phase 3, due to the rise of the wage rate, TAS is somewhat 
less than this vertical distance and equals the vertical distance between 
the curve OQ and the total productivity curve). 

TAS may be viewed as agricultural resources released to the market 
through the re-allocation of agricultural workers. Such resources can 
be siphoned off by means of the investment activities of the landlord 
class and/or government tax policy and can be utilized in support of 
the new industrial arrivals.® The average agricultural surplus, or AAS, 
may now be defined as the total agricultural surplus available per head 
of allocated industrial workers. 

The AAS curve is represented by curve S¥YZO in Diagram 1.2, In 
phase 1 as TAS increases linearly with the allocation of the redundant 
labor force from A to D we can picture each allocated worker as carrying 
his own subsistence bundle along with him. The AAS curve for phase i 
thus coincides with the institutional wage curve SY. In phase 2, however 
since the MPP in agriculture of the now allocated workers was positive 
there will not be sufficient agricultural output to feed all the new in- 
dustrial arrivals at the institutional wage level. Thus, while TAS is still 


cally not a problem amenable to the tools of traditional economic analysis. The role of saving 
rates and per capita income levels in setting it in motion remains undefined. All we are saying 
here is that, after the turning point, the real wage in agriculture is determined by impersonal 
competitive market forces, a qualitative transformation which constitutes a necessary (if not 
suflicient) condition for growth to become automatic and routinized. It is this point which 
Lewis [4, p. 26] seems to have in mind when he speaks of “two different stages of eco- 
nomic development with two different sets of results” and describes the second stage as a 
situation in which “all the factors of production are scarce [and]... wages are no longer 
constant as accumulation proceeds.” 

* While it could easily be accommodated by the model, we neglect resource transfer costs 
as well as the possibility that it may be impossible to induce those left behind in agriculture 
to release the entire surplus. 

" The following analogy with individual-firm analysis may be drawn to show more clearly 
the relationship between the marginal, total and average concepts involved. We may think 
of the total agricultural output curve (ORCX) and the total agricultural consumption curve 
(OX) in Diagram 1.3 as analogous to the total revenue curve and the total cost curve, respec- 
tively. Then the gap between these curves is the total profit curve which is equivalent to our 


rising, AAS begins to fall.’ It can, moreover, readily be seen that 
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during phase 3 A.\S declines even more rapidly (and TAS also declines) 
as the now commercialized wage in agriculture becomes operative. 

We may now consider the derivation of the Lewis turning point in the 
agricultural sector. Lewis himself [4, pp. 19-26] explains the turning 
point rather loosely as occurring when one of the following events puts 
an end to the horizontal supply curve of labor: (a) the worsening of the 
terms of trade for the industrial sector, and (b) the exhaustion of the 
labor surplus in the agricultural sector. But in our model any such ex- 
planation must take into account the basic determination of the entire 
industrial labor supply curve by the conditions postulated for the non- 
industrial sector. 

The “worsening of the terms of trade’”’ for the industrial sector occurs 
as the result of a relative shortage of agricultural commodities seeking 
exchange for industrial goods in the market. In our model, it will be 
recalled, this surplus is measured by total agricultural surplus (TAS) 
and, on a per-industrial-worker basis, average agricultural surplus 
(AAS). There is a tendency, then, for the industrial supply curve to 
turn up as phase 2 is entered because this is the time when there begins 
to appear a shortage of agricultural goods measured in AAS—causing 
a deterioration of the terms of trade of the industrial sector and a rise 
in the industrial real wage measured in terms of industrial goods. We 
thus see that the disappearance of the redundant labor force in the 
agricultural sector is a cause of the Lewis turning point. 

The “exhaustion of the labor surplus” must be interpreted primarily 
as a market phenomenon rather than as a physical shortage of man- 
power; it is indicated by an increase in the real wage at the source of 
supply. If we assume that the real wage of the industrial worker is equal 
to the agricultural real wage,* then there is a tendency for the industrial 
supply curve of labor (S#'S’ in Diagram 1.1) to turn upward when 
phase 3 is entered. With the disappearance of the disguisedly un- 
employed labor force and the commercialization of the agricultural sec- 
tor, the agricultural real wage begins to rise (see Diagram 1.2). This leads 
to an increase in the industrial real wage level if the industrial employer 


TAS curve. The total profit curve reaches a maximum when marginal cost equals marginal 
revenue, This occurs at point U in Diagram 1.2—because SU is the marginal cost curve and 
ADUYV is the marginal revenue curve. The AAS curve in Diagram 1.2 is equivalent to an 
“average profit curve.” 

* “Governed by” may be a more realistic description. Lewis [3, p. 150] points out that 
urbanization, transfer costs, etc. may require an industrial real wage at a constant (he believes 
approximately 30 per cent) margin or “hill” above the institutional wage in agriculture; while, 
for simplicity of exposition, our model initially maintains strict equality between the two wage 
rates, this assumption is later relaxed (Section V). In his second article [4], Lewis also refers 
to certain “exogenous factors,” including unionization and presumably other changes in the 


institutional milieu. Such a dynamically growing “hill’’ could also be accommodated by the 
model but has not been considered in this first approximation. 
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is to compete successfully with the landlord for the use of the, by now 
“limited,” supply of labor, 

Putting the two factors (a and b) together, we can say that as labor 
is re-allocated from the agricultural to the industrial sector, the indus- 
trial supply curve turns up (i.e. the Lewis turning point occurs), in the 
first instance (at 4), due to a shortage of agricultural goods traceable 
to the disappearance of the redundant agricultural labor force; and that 
this upward trend in the industrial real wage is later accentuated (at X’) 
by the upward movement of the agricultural real wage traceable to the 
complete disappearance of the disguisedly unemployed labor force and 
the commercialization of the agricultural sector. 

To facilitate our later analysis, let us refer to the boundary between 
phases | and 2 (i.e., point ¥ in Diagram 1.2) as the “shortage point’’ 
signifying the beginning of shortages of agricultural goods as indicated 
by the fact that AAS falls below the minimum wage; let us also refer to 
the boundary between phases 2 and 3 as the “commercialization point”’ 
signifying the beginning of equality between marginal productivity and 
the real wage in agriculture. The Lewis turning point thus coincides 
with the shortage point and the upward movement of the industrial 
real wage is accentuated at the commercialization point.’ 

There are two factors which may lead to a postponement of the Lewis 
turning point: (1) increases in agricultural productivity, and (2) popu- 
lation growth. The fact that these two factors operate very differently 

-one, generally viewed as a blessing, by raising surplus agricultural 
output, the other, almost invariably considered a curse, by augmenting 
the supply of redundant labor, is intuitively obvious. We shall first 
examine the significance of an increase of agricultural productivity. The 
extension of our analysis to accommodate population growth will be 
undertaken later. 


Il. Changes in Agricultural Productivity 


An increase in labor productivity in the agricultural sector can be 
described by an “upward” shift of the entire total physical productivity 
(TPP) curve of Diagram 1.3. Such productivity increases are depicted 
in Diagram 2.3 by a sequence of TPP curves marked J, 17, JIT « - - ete. 
among which the J-curve is the initial TPP curve (as in Diagram 1.3) 
and JI, II] - - « represent the TPP curves after successive doses of agri- 
cultural investment. (For the present we assume no change in industrial 
productivity.) 

* From a strictly logical standpoint the industrial supply curve of labor must be derived 
from the totality of conditions emerging from our analysis of the agricultural sector. The 
" relevant conditions include (1) the agricultural real-wage curve, (2) the AAS curve, and (3) 
a consumer preference map specifying preferences for agricultural vs. industrial goods. Space 


limitations prevent us from rendering a rigorous derivation of the industrial real wage at 
each point through the terms-of-trade mechanism. 
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Let us make the assumption that as agricultural productivity in- 
creases the institutional wage remains unchanged, i.e. SA in Diagram 
2.2 equals the slope of OX in Diagrams 1.3 and 2.3 as determined by the 
initial TPP curve,"© In Diagram 2.2 we may now plot the sequence of 
marginal physical productivity of labor curves marked J, 7/1 
(all containing the flat portion AS,) and the sequence of average agri- 
cultural surplus curves marked J, J/, I/J + + « corresponding to the 
total physical productivity curves 7, 77, «in Diagram 2.3. Ac- 
cording to the method already indicated, we can now determine the 
three phases for each level of productivity, i.e., the sequence of shortage 
points, Si, So, ++ and the sequence of commercialization points, 
R,, Ro, Ry + + +. Reference to these points will facilitate our analysis of 
the effects of an increase in agricultural productivity on the supply- 
price curve of agricultural labor and on the AAS curve. 

As depicted in Diagram 2.2, for every amount of labor employed in 
the agricultural sector, an increase in agricultural productivity also 
shifts the marginal physical productivity curve upward." As a conse- 
quence, the agricultural labor supply price curve is transformed from 
Stith’ to Stole’ to . ete, with a shortening of its horizontal portion 
(i.e., phase 3 arrives earlier) as the sequence of commercialization points 
Ry, Ro, Ry + + + gradually shifts from right to left. On the other hand, 
the sequence of shortage points S,, Sy, ete. gradually moves from 
left to right. This is due to the fact that, for each amount of labor al- 
located to the industrial sector, the AAS increases with the increase in 
total physical productivity; the amount of food consumed by agricul- 
tural labor remains unchanged, leaving more TAS (and hence AAS) for 
the industrial workers. Thus the effect of our increase in agricultural 
productivity is an upward shift of the AAS curve (to positions marked 
I, 

Sooner or later, the shortage point and the commercialization point 
coincide, the distance S,Ri, Sek, S:Ry ++ + vanishes and phase 2 is 
eliminated, In Diagram 2.2 such a point of coincidence is described by 
Ry = S,. We shall call this point the turning point. There exists one level 
of agricultural productivity which, if achieved, will bring about this 
turning point. (In Diagram 2.3 this level of agricultural productivity is 
described by TPP curve ///). 


© Tt is, of course, possible that the institutionally determined agricultural wage will be 
permitted to rise; but as the economy becomes increasingly capitalistic it seems highly doubtful 
that nonmarket forces in agriculture will be strengthened and thus prevent the closing of the 
artificial marginal productivity-wage gap. A second, and possibly more powerful, qualifica- 
tion arises from the fact that the institutional wage level in agriculture may be sufficiently 
close to caloric subsistence so that raising it may constitute a highly productive form of in- 
vestment. We do not, however, consider this possibility in the context of the present model. 
Concerning the relative position of the industrial wage level see footnote 8. 


" This is a reasonable assumption if the shift in TPP is proportional. 


2 
2 
i} 
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Let us now investigate the impact of an increase of agricultural pro- 
ductivity on the industrial supply curve 1,1, depicted in Diagram 2.1. 
On the one hand, the upward shift the of AAS curve will shift the indus- 
trial supply curve downward before the turning point. This is due to the 
fact that an increase of AAS will depress the terms of trade for the agri- 
cultural sector and, with the same institutional wage (in terms of agri- 
cultural goods) paid to the industrial workers, the industrial wage 
(in terms of industrial goods) must decline. On the other hand, the up- 
ward shift of the MPP curve which is accompanied by a higher real 
wage in the agricultural sector after the turning point raises the indus- 
trial supply curve after that point. Thus we see, for example, that the 
Lal, curve crosses the 1,1, curve from below, indicating that ultimately 
the “terms-of-trade effect”’ (due to an increase of AAS) has been over- 
come by the “‘real-wage effect” (due to an increase of MPP). For pur- 
poses of this paper, we are, however, not very much concerned with 
phase 3 which lies beyond the turning point. 

Let us now examine more closely the relative positions of the indus- 
trial supply curves before phase 3 is reached. Let the horizontal portion 
L,P, of the initial industrial supply curve L,/, be extended up to P,, 
the turning point, and let us call this horizontal line segment 1,P, the 
balanced-growth path (for reasons which will be fully explained in the 
next section). We may then claim that all the industrial supply curves 
between LJ, (i.e. the initial one) and LL, (i.e., the one corresponding 
to the turning point) cross the balanced-growth path at the respective 
shortage points. This is due to the fact that at the shortage point for each 
case (e.g., point f, in Diagram 2.2 for the case of industrial supply curve 
Lil, in Diagram 2.1) the subsistence wage rate and the AAS take on 
the same value as that prevailing in phase 1 before any increase in agri- 
cultural productivity has been recorded. Hence the same real wage, in 
terms of industrial goods, must prevail at the shortage point as pre- 
vailed previously. In short, before the turning point, the industrial labor 
supply curve lies above (below) the balanced growth path when the 
AAS curve lies below (above) the horizontal line Sa, causing a deteriora- 
tion (improvement) of the industrial sector’s terms of trade. 

The economic significance of the equality between our turning point 
and the (final ) shortage point is that, before the turning point, the 
economy moves along its balanced-growth path while exploiting (or 
making the best of) its under-employed agricultural labor force by 
means of increases in agricultural productivity. The economic signifi- 
cance of the equality between our turning point and the commercializa- 
tion point is that, after the turning point, the industrial supply curve 
of labor finally rises as we enter a world in which the agricultural sector 
is no longer dominated by nonmarket institutional forces but assumes 
the characteristics of a commercialized capitalistic system. 
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ILl. Changes in Industrial Productivity and Balanced Growth 


In addition to investment in the agricultural sector, the other major 
aspect of growth which must be considered is the simultaneous process 
of investment in the industrial sector. We know, moreover, that such 
activities in the two sectors do not constitute independent activities. 
For, from the output side, the two sectors must provide the marketing 
outlets for each other’s products; and, from the input side, the industrial 
sector must provide the employment opportunities for the absorption 
of workers released by the agricultural sector, Consideration of this 
basic interdependence during the take-off process is really nothing else 
but consideration of the “balanced growth” problem, a key concept in 
the current development literature.” The purpose of this section is to 
formulate the problem of balanced growth rigorously and to investigate 
its significance in the context of our model, 

Referring to Diagram 2.1 we see that during the take-off process the 
demand curve for labor, é:, ify «+», gradually shifts upward to the 
right as real capital is accumulated in the industrial sector. Simultane- 
ously the investment activity proceeding in the agricultural sector shifts 
the supply curve of labor 2,1), Lal, « « « downward in the same direc- 
tion. The central problem of balanced growth concerns the synchroniza- 
tion through time of the shifts of the two sequences of curves. At any 
moment of time during the take-off process, the question is how should 
the total investment fund be allocated to the two sectors to ensure that 
they are “harmonious” from the point of view of both the input and 
the output criteria, 

The output criterion, i.e. provision of mutual market outlets, specifies 
that the allocation of investment funds must be such as to continuously 
sustain investment incentives in both sectors of the economy. In the 
context of our model, this means that the terms of trade between the 
two sectors should not deteriorate substantially against either sector. 
The input criterion, on the other hand, specifies that the allocation of 
the investment fund must be such as to enable the industrial sector to 
demand, at the constant industrial real wage consistent with the output 
criterion, the precise number of new workers now freed as a result of 
the investment activity in the agricultural sector. We shall now proceed 
to show that a balanced-growth path satisfying these conditions exists 
as an integral part of our model. 

Let the initial demand curve for industrial labor at the break-out 
point be indicated by i,/; and the initial supply curve by Z,Z, in Dia- 
gram 2.1, with OB units of labor already employed in the industrial 

See especially R. Nurkse [5] and [6, p. 192]: “Without [agricultural] reorganization the 


labor surplus in agriculture remains largely potential. On the other hand, reorganization may 
well prove impracticable without an active policy of absorbing the surplus manpower.” 


4 
i 
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sector. (While it is realistic to assume that some industrial establishment 
already exists during the preconditioning period and is inherited at the 
beginning of the take-off process, it is also realistic to assume that the 
initial industrial labor force OB is very small.) At this level of employ- 
ment the industrial sector is making a profit represented by the shaded 
area By (Diagram 2.1) which may be taken to represent the economy’s 
investment fund at this stage.” This investment fund is to be allocated 
in part to the agricultural sector, thus raising agricultural productivity 
and shifting the industrial supply curve to the right, and in part to 
the industrial sector, thus raising the industrial capital stock and shift- 
ing the industrial demand curve to the right. 

If the balanced growth criterion is to be satisfied, the new industrial 
demand curve, €.g., iia, and the new industrial supply curve, e.g., LaLa, 
must intersect at a point, e.g., Ps, lying on the balanced-growth path 
(LiP,). Otherwise the stability-of-the-terms-of-trade condition is vio- 
lated. At Py, where the balanced-growth criterion is met, the industrial 
sector will have absorbed Oo, additional workers, which is the same 
number of workers which has been released by the agricultural sector 
(i.e., of2 in Diagram 2.2 equals OpP, in Diagram 2.1). 

Thus, as investment activity in both sectors proceeds through time, 
the balanced-growth path describes the actual growth path if the 
balanced-growth criterion is satisfied. It is, of course, likely that the 
actual growth path will deviate from the balanced-growth path in one 
direction or the other from time to time. Such a deviation, however, 
will call into play countervailing equilibrating forces which tend to 
bring it back to the balanced-growth path. The actual growth path is, 
in fact, likely to be oscillating around the balanced-growth path. 

lor example, if the actual growth path is above the balanced-growth 
path, say at ¢, in Diagram 2.1 (as would be the case if investment in 
the agricultural sector had shifted the industrial supply curve to Jal, 
and investment in the industrial sector had shifted the industrial de- 
mand curve to isi), we have a case of overinvestment in the industrial 
sector. The shortage of food will result in a deterioration of the terms 
of trade of the industrial sector and will cause an increase in the indus- 
trial real wage. This will tend to discourage investment in the industrial, 
and tend to encourage investment in the agricultural sector, thus caus- 
ing the actual growth path to turn back toward the balanced-growth 
path. Government policy may be assumed to work in the same direction 
if the price system proves inadequate. In this fashion, the economy, 


* If, for the sake of simplicity, capitalists’ consumption can be ignored. It should be 
noted that the agricultural sector (Diagram 2.2) makes no contribution to the investment 
fund since the entire agricultural output (area OaSA) is just adequate to meet the consump- 
tion requirements of the agricultural workers (area Obca) and the consumption requirements 
of the industrial workers (area AScb). 
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proceeding along an actual growth path which coincides with or oscil- 
lates around the balanced-growth path, moves towards the turning 
point, Ps, previously defined.” 


IV. Empirical Relevancy of the Basic Model 


In order to formulate our model more rigorously and render it ame- 
nable to statistical verification certain restrictive assumptions, not re- 
quired for our previous qualitative analysis, must now be accepted. The 
first such assumption, that the marginal physical productivity of labor 
changes at a constant rate as employment in the agricultural sector 
varies, is concerned with the shape of the initial total physical produc- 
tivity curve. This means that the initial MPP curve (J in Diagram 2.2) 
is composed of two straight-line segments: a horizontal segment, AS), 
coinciding with the horizontal axis, and a segment 5,4,’ for the range of 
positive marginal physical productivity. The two segments are con- 
nected at point S,; marking off the redundant agricultural labor force 
(AS, in Diagram 2.2). Under these assumptions, it can be shown (see the 
Appendix for all detailed derivations) that the initial TPP curve takes 
on the following form: 


( x x 
| ( ) 2( )| forx < TL 
(1) y= TL 


La forx > TL 


where the variables x and y, and the parameters M, T and L have the 
following economic and diagrammatic (Diagram 2.3) interpretation: 
(i) y= total agricultural output (measured downward from point Q); 
(ii) x= labor force employed in the agricultural sector (measured to the 
left of point O); (iii) M=maximum agricultural output (the distance 
AI); (iv) L=size of the population at the break-out point (the distance 
OA); (v) T=the fraction of L which is nonredundant, i.e., TL is the 
nonredundant labor force (the distance OS, in Diagram 2.2) and 
(1—T)L is the redundant labor force (the distance $,A). The parameter 
T or nonredundancy coefficient may take on any nonnegative value. 
If T is less than 1, (1—7)Z is the redundant labor force at the break-out 
point. If 7 is greater than 1, (7—1)L is the addition to the agricultural 
labor force L which would be tolerated before any portion of the agri- 
cultural labor force becomes redundant, i.e., of zero marginal physical 


“ The “unlimited” portion of Lewis’ supply curve of labor may thus be interpreted as an 
ex post supply curve defined as the locus of all points on our balanced-growth path under condi- 
tions of continuous increases in agricultural productivity. Neither we nor Lewis should, 
however, discount the possibility that the actual growth path may, in fact, be gently upward- 
sloping rather than horizontal. Such a growth path would imply gradually rising levels of the 
industrial real wage during the take-off period. (Also see footnote 8.) 


RANIS AND FEI: ECONOMIC DEVELOPMENT 547 


productivity. The case of 7 less than 1 is depicted in Diagram 2.3." 

Our second restrictive assumption is that an increase in agricultural 
productivity shifts the entire TPP curve “upward” proportionally. In 
other words, the new TPP curve is obtained by multiplying the initial 
TPP curve by a constant k which will be called the productivity co- 
efficient. As the productivity coefficient takes on successively larger 
values, a sequence of ‘TPP curves (J/, /I/, etc.) is generated, as de- 
picted in Diagram 2.3." 

From the TPP curves we can easily derive expressions for the institu- 
tional wage, the marginal physical productivity (MPP) curves, and the 
average agricultural surplus (AAS) curves: 


(2) W = M/L (agricultural wage represented by distance AS in Diagram 
2.2 or the slope of OX in Diagram 2.3) 


,  2kM (marginal physical productivity curve for the 
(3) ¥ = ——— (—2 + TL) 
(TL)* nonredundant agricultural labor force in Dia- 
gram 2.2;0 < T < 1) 
ky — 
(4) AAS = ; ~ (average agricultural surplus curve) 


These variables are functions of x (i.e. the agricultural labor force), with 
M, T and L as parameters and k the exogenous productivity coefficient. 

A major objective of our model is to derive an expression for TALF, 
the turning-point agricultural labor force, represented by the distance 
OS; in Diagram 2.2. TALF is a fraction, V,, of the total population L, 
i.e., TALF= VL. By solving for the turning-point value of k the follow- 
ing expression for V, can be derived from (1) through (4) :” 


(5) 1 +7 


This percentage of the population in agriculture at the turning point 
(V,) depends only on 7, the coefficient of nonredundancy. From the 
economic standpoint, this means that our model is independent of the 
size (i.e., the scale) of the economy (as described by the absolute popu- 
lation size, L, or the absolute amount of initial agricultural output, M). 


‘6 There are those, e.g., Harry Oshima [8, p. 259], who believe that the MPP of agricul- 
tural labor in an underdeveloped area never really drops to zero. This position is represented 
by the second case, i.e., 7>1, for no one will probably deny that, with a fixed amount of land, 
there will be some size of agricultural population which is large enough to render MPP zero. 
While both cases are treated systematically in the appendix, for reasons of ease in exposition 
we only present the case for 0<7<1 in the text. The conclusions for both cases are, however, 
incorporated in the body of the paper. 

© Notice that under these assumptions all the MPP curves contain the same horizontal! 
segment 

17 As shown in the Appendix. 
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To subject our model to its first test of empirical relevancy, let us 
examine (Table 1) the values of V, for a range of values for 7 (from 
.7 to 3) which represents, we think, a reasonable spectrum covering most 
countries. A small 7, or a small nonredundancy coefficient, means that 
a country is initially unfavorably endowed with natural resources, i.e., 
a low land-labor ratio. Though precise estimates are scarce, most inter- 
ested observers are agreed that the redundant labor force could be as 
high as 30 per cent in the densely populated regions of Asia, e.g., 
Pakistan, India, Ceylon. A nonredundancy coefficient of T7=.7 thus 
represents the country with the most unfavorable initial resource en- 
dowment. At the other extreme of the spectrum lie certain Western 
countries, possibly Denmark, which have already completed their take- 


TABLE 1 


1.1 


off process. There is, of course, even less statistical knowledge of the 
nonredundancy coefficient for any such country at the relevant point 
in its history; we have picked a more or less arbitrary upper value of 
T= 3, although we are by no means committed to any such figure.'® 

For this reasonable range of values for 7, the corresponding values 
for V, extend from approximately 50 to 80 per cent. This means that 
at the end of the take-off process our model “predicts” that from 20 
to 50 per cent of the total labor force must have been allocated to the 
industrial sector. Commonly held notions concerning these magnitudes 
suggest that our results also are reasonable. 

From this table we can also see that the value for V, increases as the 
value of T increases, a generally valid relation which can be easily estab- 
lished by taking the first derivative of (5). The economic interpretation 
of this relationship is straightforward: the larger the nonredundancy 
coeflicient the more favorable (relatively) the initial resource endow- 
ment; and the more favorable this endowment the more likely that the 
economy will still be agriculture-oriented (as measured by a relatively 
large value of V,) at the turning point. Conversely, the smaller the non- 

8 Notice that V, approaches 1 as T approaches infinity so that the value of V; is not very 
sensitive to the change in T as T becomes larger. Hence we need not be overly concerned with 
the upper limit for the range of values postulated in Table 1, A large 7, incidentally, should 
not be confused with the possibility that primary production, in say, Australia may always 


have been organized on a plantation basis, therefore never part of the “agricultural” sector 


as defined by us (footnote 2). As pointed out earlier, our model is not relevant where the entire 
economy is commercialized at the outset. 


T 8 1 1.3 1.4 2 3 
Vy 48 52 .58 61 64 66 68 45 80 
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redundancy coefficient, the more unfavorable the initial resource endow- 
ment and the more likely that the economy will have to be industry- 
oriented (as measured by a relatively small value of V,) by the time of 
completion of the take-off process.'® For the former (agriculture- 
oriented) case associated with some more advanced economies our 
theory then “predicts” a turning-point agricultural labor force upward 
of 65 per ceni (for 7 greater than 1.2). For the latter (industry-oriented) 
case associated with the contemporary underdeveloped countries of 
Asia, our theory “predicts” a turning-point agricultural labor force 
downward of 55 per cent (for T smaller than .9). Evidently, if the take- 
off process is to be successfully completed the resource-poor countries, 
in which we are primarily interested here, will have to re-allocate a 
higher percentage of their total labor force to industry than did some 
of their better-endowed Western counterparts. And this already dif- 
ficult task is further complicated by the fact that these countries are 
usually subject to severe population pressures at this stage. We now 
proceed to integrate this important facet of the developmental problem 
into our model. 


V. Population Growth and the Minimum Effort 


Let us assume that, in the course of the take-off, the economy ex- 
periences a population increase of 100s per cent. Let the total population 
at the turning point be denoted by L,. Then 


(6) (1+ 5)L 


where L is the size of the population at the break-out point. For such an 
increase in population the average agricultural surplus (AAS) function 
becomes: 


ky — «W 
LA+s)—x 


(7) AAS 


When this equation is used in place of (4), we can derive the following 
expression : 


% Since, in our system, only the commercialized sector is in a position to earn profits and 
save, this conclusion is consistent with Lewis’ prediction [4, p. 27] that “profit margins will be 
lowest in countries which reach their second stage (turning point] earliest and will be highest in 
countries where the second stage is longest delayed.” 
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where V, is the turning-point agricultural labor force (TALF) expressed 
as a fraction of L;, i.c., TALF = V,Z,. (In other words, when there is an 
increase in population, we use the total population LZ, at the turning 
point, rather than that at the break-out point, as the basis for computing 
the TALF fraction). 

Comparing (5) and (8), we see that our analysis in the last section, 
assuming no population growth, now reduces to a special case. Further- 
more, as far as the impact on V, is concerned, population increase is 
equivalent to a decrease in the value of the nonredundancy coefficient, 
T. This underlines the fact that both phenomena constitute a worsening 
of the economy’s resource base. It follows that, for a given value of 7, 
the larger the population increase (i.e. the larger s) the lower the value 
of V, and hence the more industry-oriented the economy will have to 
be at the turning point. 

The significance of expression (8) may now be more fully investigated. 
In Diagram 3, let time be measured on the horizontal and population on 
the vertical axis. Let the initial, or break-out population, L, be repre- 
sented by the distance Ob» at the Oth year and the growth of population 
through time be described by the curve b9bB, which we shall call the 
population growth curve (PGC). Population growth will be treated as 
a known phenomenon exogenous to our model. 

As population increases the industrial sector will obviously have to 
absorb more labor by the time the turning point is reached. In fact, 
the industrial sector will have to absorb not only more labor absolutely 
but a higher percentage of the enlarged total population. We may then 
ask the following hypothetical question: what will be the absolute size 
of the industrial labor force, L,,;, and of the agricultural labor force, Lia, 
at the turning point, if the take-off process is to be completed in r years? 
Let the total turning point population L,, be represented by the distance 
br. Since, for a given r, the population growth curve gives us the values 
for both Z and Z,, we can immediately determine the multiple factor 
1+-5s(r) in (6). [Notice that s is now written as a function s(r) of 7.] 
When the value for 1+-5(r) is substituted in (8), we obtain: 


1 + s(r) 


as the fraction of the total population in the agricultural sector at the 
turning point. It is now expressed as a function of 7, the specified length 
of time for the completion of the take-off process, treating 7, the non- 
redundancy coefficient, as a parameter. From this equation, we can 
easily determine the absolute size of the turning-point industrial labor 


‘ 
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DIAGRAM 3 


force L,; and of the turning point agricultural labor force Li, as a 
function of r. 


(a) Lis = [1 — Vilr) + 
(b) Lia = Vr) [1 + s(r) JL 


where V,(r) is defined in (9). 

The curve corresponding to (10a), i.e., dodD, is plotted in Diagram 3. 
We shall call this curve the required industrialization curve (RIC). 
|The vertical distance between RIC and PGC is represented by (10b)]. 
RIC marks off the absolute size of the population which must be ab- 
sorbed by the industrial sector if the turning point is to occur at the 
time indicated on the horizontal axis. As we can see directly from equa- 
tion (9), the value for V,(r) approaches 0 as 7 increases. This means 
that RIC bends towards PGC as the time required for the take-off is 
lengthened. The economic significance of this phenomenon is that the 


(10) 
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longer it takes to reach the turning point, i.e., the more time there is 
for the Malthusian devil to assert itself, the heavier the burden on the 
industrial sector in terms of the absorption of agricultural workers re- 
quired. RIC indicates the total absorption requirements for each and 
every 7 or length of the take-off process. 

This important concept of a required industrialization curve may be 
interpreted in terms of a critical minimum effort thesis. It means that, 
for every value of r, a certain minimum investment activity must be 
carried on in both the industrial and agricultural sectors during every 
year of the take-off process, from year 0 to year r. For, as we have seen, 
investment in the industrial sector must be adequate to provide em- 
ployment opportunities for the enlarged industrial labor force; and in- 
vestment in the agricultural sector must be adequate to increase agri- 
cultural productivity sufficiently to feed the increased population in the 
face of a possibly reduced agricultural labor force. Thus, whether or not 
the take-off process can, in fact, be completed in + years depends on 
whether or not the required effort*is forthcoming in the intervening 
years. 

To further clarify this point, let us now, in juxtaposition with the 
above-described required industrialization curve (RIC), postulate an 
actual industrialization curve (AIC) which shows the amount of labor 


actually absorbed by the industrial sector at each point in time. The 
equation for this curve may be written as 


(11) E; = 


where ¢ measures time and £; the actual size of the industrial labor force 
at time ¢. This curve is denoted by eoeZ in Diagram 3. At time 1, for 
example, out of the total labor force or population br the amount 
actually absorbed by the industrial sector equals er. At the same time, 
as we have already seen, the amount of labor which needs to have been 
allocated to this sector is dr if turning point is to occur at this time. 
Hence, in this case, it is impossible to achieve the turning point at 
time r. It follows that the take-off process can be successfully completed 
if and only if AIC and RIC intersect, e.g., at point P, after r’ years. 

The position of AIC then depends on the national effort, measured 
in terms of investment expenditures in both sectors, actually forth- 
coming in the course of the take-off process. With a larger national effort 
AIC rises more steeply and intersects RIC at an earlier date, i.e. a 
smaller r. Conversely, with a smaller national effort AIC rises more 
slowly and intersects RIC at a later date; or, alternatively, it does not 
intersect it at all. 

To investigate this problem, let us assume, for the sake of simplicity, 
that labor is actually being absorbed by industry at a constant annual 
rate i. AIC in (11) then takes on the following concrete form: 


. 
“4 
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(13) E; = L(l — 
where i, the rate of growth of the industrial labor force, may be taken 
as a summary index of the national effort.”° 
In order to enable us to estimate the length of the take-off process 


with the help of our model, let us assume that the population grows at 
the constant rate r. PGC is then represented by 


(14) P = Le’ 
and, for this particular PGC, RIC in (10a) becomes 
(15) Lu = [1 — Vilr) eth 


where, using (9), =14+Te-"'— V14+-(Te)? 


We know from our previous discussion that, if the take-off process is 
to be completed in 7 years, the RIC and AIC must intersect at t=r. 
Thus the value of r must satisfy the following equation [obtained by 
equating (13) and (15)]: 


(16) — V)e* = L[1 — Vi(r) 


signifying the intersection of the two curves. Equation (16) enables us 
to solve for i explicitly in terms of r: 


T T 


We can therefore determine the minimum annual effort, as summarized 
by i, for any given value of r. Conversely, if we know i we can determine 
7, the duration of the take-off process. 


© And 1-V is the fraction of the initial population engaged in industry. The significance of 
i as a national effort index is, of course, by no means a simple matter. A larger i means a 
faster annual rate of labor absorption by the industrial sector; but this, it should be recalled, 
necessitates both a higher rate of investment in the agricultural sector, to feed the growing 
population (in the face of a possible absolute diminution of the agricultural labor force), and a 
higher rate of investment in the industrial sector, to absorb the newly freed agricultural 
workers—with allocations between the two sectors obeying our balanced-growth criterion. 
The national effort behind i is thus a function of the absolute size of the investment fund 
which can be made available in each year during the course of the take-off process and a func- 
tion of the efficiency of its use in the two sectors. For the industrial sector, for example, if we 
assume that only capital-widening takes place, then i also indicates the required annual rate 
of investment. With respect to the investment requirements of the agricultural sector, the rate 
of increase of agricultural output must be at least equal to that of the total population and the 
required annual rate of increase in agricultural productivity can be uniquely determined. 
Admittedly the real measure of sacrifice lies in the rate of accumulation of profits. But linking 
this with the rate of industrialization and the rate of change of agricultural productivity which 
lie behind ¢ requires precise knowledge of the relative efficiency of investment and the impact 
of technological change on the two sectors. An elaboration of this aspect of the dynamic 
balanced-growth problem is currently under investigation by the authors but would take us 
beyond the confines of the present paper. 


554 THE AMERICAN ECONOMIC REVIEW 


Before subjecting this result to further conditional testing it remains 
to generalize our model to bring it an important step closer to reality. 
In addition to the consumption requirements of both industrial and 
agricultural workers at the institutional wage there may well be other 
claims on (or markets for ) agricultural output. Specifically, the indus- 
trial sector may require raw materials and the industrial worker may 
require a wage premium over the institutional wage level in agriculture. 
We may classify these demands as proportional to the industrial labor 
force, L(1+s)—x, with d as the factor of proportionality.“ Other, 
hitherto neglected, markets include landlord consumption requirements 
and export demand for agricultural products.” We may classify these 
demands (for want of a better hypothesis) as proportional to the growth 
of total agricultural output, with 1—@ as the factor of proportionality. 
When we subtract these additional items from total agricultural out- 
put, we obtain 


(18) AAS = ky — «W — +s) — — (1 Oky 


in place of (7). With these complications incorporated in our model, and 
with a given PGC, the following expression can be derived (see appendix) 
for V,, the turning-point agricultural labor force as a fraction of the 
total turning-point population: 


1 
19 = d)T 1 d 
Vie) | @+ [1+ +4) 


- = 0+ A+ OP + 


V, is thus a function of parameters 7, @, d and s and we see that our 
previous formulation in (8) becomes a special case of (19) if we let 
d=s=1—6=0. Furthermore, it can be shown that as T increases or as 
s decreases the value of V, increases, which is the identical conclusion 
reached for the simple case. 

The analysis of the duration of the take-off process can then once 
again be summarized by (17) above, but with V,(r) now defined by 
(19) instead of (15). Using (17), we may now obtain varying values for 
i with varying values for r, r, T, V, @ and d. The results are presented 
in Table 2.% They permit us to determine the minimum annual effort 


*! For computational convenience d can be measured in terms of institutional wage units, W. 
For example, suppose this “additional” support of industrial workers takes the form of raw 
materials plus wage premiums to the amount of $2 per worker and the institutional wage is 
$4 per worker; then d equals .5. 

* The authors are currently investigating the fuller open-economy implications of the model, 

*% Parameters V, @ and d have been estimated from relevant empirical data, principally for 
Japan in the late nineteenth century. The estimate for V (=.8) is based on [7|, @ (=.9) on 
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for any given value of r. Conversely, if we know the average annual 


effort, 7, which can be elicited we can derive 7, the duration of the take- 
off process.” 


TABLE 2—AvERAGE ANNUAL Minimum Errort (i) (@=.9, d=1.3, V=.8) (per cent) 


(T=.7) 


20 


8.15 
9.52 
10.19 
10.86 
11.53 


For application to the heavily labor-surplus areas of Asia, e.g. India 
and Pakistan, the left-hand side of Table 2 is perhaps more relevant. 
With annual population growth estimated in the vicinity of 2.5 per cent 
the annual minimum effort in terms of the annual growth of the indus- 
trial sector must be more than 10 per cent if take-off is to be achieved 
within a five-year period. If the country, more realistically, sets a take- 
off completion goal of 20 or 50 years, the industrial sector must grow at 
only 4.96 or 3.71 per cent, respectively. Moreover, if population-control 
programs now under way are successful in bringing the population 
growth rate down to, say, 1 per cent, the equivalent burden on the 
economy in terms of minimum effort would be further lowered to 3.05 
and 1.99 per cent, respectively. For the case of a Latin American or 
African country where we can afford to be somewhat more optimistic 
with respect to the initial resource endowment, the right-hand side of 
Table 2 may have more relevance. 

With the help of Diagram 4, the results of this section may be briefly 
summarized in the form of a number of comparative static “theorems.” 
Evidently, the larger the annual effort, the shorter the take-off process. 
This simply confirms the well-known advantage of economies capable 


[10], and d (1.3) largely on the results of a recent unpublished input-output study for 1953-54 
by the Indian Statistical Institute, Calcutta. Independent estimates for T are admittedly more 
difficult to come by. We have used two of the more frequently made “guesstimates” covering 


the range of the plausible (.7 and .9). Well-behaved r is permitted to vary from 1 to 3.5 and 
7 from 5 to 50. 


™ The authors are currently engaged in further testing the empirical validity of the model 
and thus its predictive value, by examining the extent to which it provides a consistent 
explanatory framework in the case of countries whose take-off has already been completed. 
Theoretical performance indices thrown up by the model can, for example, be compared with 
actual performance indices for given economies over given periods. While an elaboration 
of this effort takes us beyond the intended scope of the present paper, it may not be in- 
appropriate to report encouraging first results, dealing with the case of Japan. 


(T=.9) 

r (years) 7 (years) 
aie 5 |_| 35 50 iw 5 20 35 50 

r r 

1.0 3.05 2.29 1.99 1.0 6.00 2.58 2.07 1.85 

2.0 4.34 3.51 3.16 2.0 7.47 3.96 3.36 3.08 

2:8 4.96 4.10 3.71 2.5 8.20 4.62 3.97 3.66 

3.0 5.56 4.67 4.26 3.0 8.92 5.26 4.57 4.21 

3.5 6.16 5.22 4.79 3.5 9.63 5.89 5.14 4.76 
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Population 


Time 


DIAGRAM 4 


and willing to submit to temporary austerity for the sake of a larger 
investment fund. For the same initial industrial population, Oe» in 
Diagram 4, and the same population growth curve, boR, hence the same 
required industrialization curve, d)D, a series of actual industrialization 
curves, ¢oP1, éoP2, may be shown. Clearly, the greater the actual 
annual effort put forth, the more steeply rising AIC and the earlier 
(i.e. at a lower r) the occurrence of the turning point marked by the 
intersection of RIC and AIC (at Pi, Ps, +--+). 

The faster the rate of population growth , the longer will be the dura- 
tion of the take-off process or the more likely that take-off becomes im- 
possible of achievement. With the help of Diagram 4 we can easily 
trace the effect of an increase in r, shifting PGC from boR to, say, boR’. 
Consequently RIC also shifts up (from d)D to d)D’) and the turning 
point is delayed as its intersection with the relevant AIC now occurs at 
P,', Ps’, - + +. For the case of AIC epPs, on the other hand, which inter- 
sected the old RIC at P;, the turning point may now have become im- 
possible of achievement. The same annual effort is now insufficient to 
cope with the challenge of an accelerated growth in numbers. 

If the minimum effort which can be elicited from the economy is not 
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sufficiently large, successful take-off may prove impossible altogether. 
This observation simply confirms the notion that some economies may 
be unable to reach the turning point, no matter how long they are 
willing to wait, because their resource endowment or their motivations 
are inadequate. This situation is represented in Diagram 4 by AIC 
éoPs which, it will be noted, does not intersect RIC at any point regard- 
less of the time period permitted. It is perhaps only in this sense that 
we may speak of a unique critical minimum effort as that minimum 
annual rate of growth of the industrial labor force which just leads to 
tangency with the relevant RIC. If i falls below this critical minimum, 
the value for 7 will be infinitely large. For such a country, since the 
turning point does not occur and the take-off process is not successfully 
completed, we may say, without violating common sense, that the 
process has never really begun. The economy is really experiencing only 
a temporary departure from stagnation and is, in fact, still in its pre- 
conditioning stage. 

As we can see from equation (17), the take-off can occur only if i>r; 
if i=r or i<r, no matter how large a r is permitted, take-off becomes 
impossible. If r increases, usually due to a fall in mortality, the economy 
must either bring it back down again, through a lowering of fertility by 
means of a planned parenthood program, or must increase its national 
development effort, 7, by further tightening its belt. It should thus be 
emphasized that the concept of a critical minimum effort cannot have 
an independent life but must be defined in terms of a given rate of 
population growth as well as a given target date for completion of the 
take-off process. A ‘‘big push” is required not to achieve a once-and- 
for-all departure from stagnation but to provide a sustained efiort over 
time relative to the strength of the Malthusian pressures at hand and 
the growth aspirations of a given society. Using the by now familiar 
analogy, it is not sufficient for a plane to achieve an initial velocity 
permitting it to escape the earth’s gravitational pull; it must be able to 
carry enough fuel to enable it to get over the surrounding mountains 
and reach its destination at a speed dictated by the ambitiousness of 
the pilot. 

What we have thus attempted in this paper is to construct an explana- 
tory model of the less developed economy’s transition from stagnation 
to self-sustaining growth. In the course of this attempt a number of 
familiar notions current in the literature on development have been 
stated in a rigorous way and assimilated into what we consider to be a 
meaningful pattern. A reformulation of the assumptions underlying the 
Lewis unlimited supply curve of labor enabled us to define the take-off 
process in a nonarbitrary fashion and, with the help of a balanced 
growth concept for the short run and a refurbished minimum effort 


\ 
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thesis for the long run, to elaborate the conditions for its successful 
completion. 
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APPENDIX 


By Joun C. H. Fet Aanp Gustav RANIS 


I. Total Product and Marginal Product Functions 


In diagrams A.1 and A.2 let point O be the origin and let the agricultural 
population, x, be measured on the horizontal axis to the left of O. The TPP 
(total physical productivity) function, f(x), and the MPP (marginal physi- 
cal productivity) function, f’(x), are measured on the vertical axis; down- 
ward for f(x) and upward for f’(x). 

Let the initial agricultural population be L (located at point S in both 
diagrams A.1 and A.2) and let the total output for x=Z be M (located at 
point S’). Let the nonredundant labor force in each case be TL (i.e., located 
at point P). The definition of the nonredundant labor force is f’(x)=0 
for x>TL. 

In deriving the TPP function, two cases must be distinguished, namely, 
0<T<1 (diagram A.1) and T>1 (diagram A.2.) The first case means that 
a part of L, to be more precise, (1—7)L, is already redundant. The second 
case means that the existing supply of land could have tolerated a further 
increase [to the amount of (7 —1)L] of population beyord the initial popu- 
lation, L, before any portion of the population would become redundant. 
Assuming that f’’(x)=0 (i.e., the MPP function is a straight line), the 
TPP function, f(x), must satisfy the following conditions for the two cases 
just distinguished: 


(1) (a) f’’(«)=0 (MPP curve is formed of straight lines) 
(b) f’(x)=0 (MPP curve is a horizontal line beyond point P) for 
x>TL 
(c) f(0)=0 (TPP curve starts from the origin) 
(d) |f(~)=M for the case 0< T<1 (diagram A.1) for 
{(L)=M for the case T>1 (diagram A.2) 


It is easy to prove that the TPP function, f(x), will take on the following 
forms if all the conditions in (1) are to be satisfied: 


M[—(x/TL)? + 2(x/TL)] forx < TL 
(a) y= for the case T < 1 (diagram A.1) 
(2) M forx > TL 
(b) y = [M/(2T — 1)][~(x/L)? + 27(x/L)] for x< TL* 
for the case T > 1 (diagram A.2) 


* TPP is constant for x>TL. However, since the agricultural population will decline 


rather than increase during the take-off process, we shall not be concerned with this portion of 
the TPP function in our analysis. 
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An increase of agricultural productivity is defined as an upward propor- 
tional shift of the entire TPP curve. This can be stated as: 
kM|—(x/TL)? + 2(x/TL)| for x < TL 
(a) y= f(k, x) = for the case T < 1 (diagram A.1) 
(3) kM forx > TL 
(b) y = f(k, x) = [kM/(2T — 1)][—(x/L)? + 27(x/L)| 
for the case T > 1 (diagram A.2) 
In other words, after an increase of agricultural productivity has taken 
place, the new TPP function is a k-mulitiple of the functions in (2). The 
constant k>1 will be referred to as the “‘productivity coefficient” because 
it measures the degree of increase of agricultural productivity. (The choice 


of notation f(k, x) in (3b) is to facilitate later exposition). 
From (2) and (3), the MPP functions can be derived: 


+ TL) forx<TL 
(a) y’ = for the case T < 1 (diagram A.1) 
lo forx > TL 
(b) y’ = [2kM/(2T — 1)L2|[—«x + TL] 

for the case T > 1 (diagram A.2) 
II. Total Output and the Institutional Wage at the Break-Out Point 


At the break-out point, a part of the initial population, L, may have 
already been allocated to the industrial sector. Let the agricultural popu- 
lation at the break-out point be VL where 0< V <1 is the fraction of L 
in agriculture at that time. The break-out point is indicated by the points 
B‘(i=1, 2, 3) in diagrams A.1 and A.2. These notations are chosen to dis- 
tinguish three possible cases: 

Case one: V>T for T<1 (represented by point B® in diagram A.1) 

Case two: V<T for T<1 (represented by point B® in diagram A.1) 

Case three: V <T for T>1 (represented by point B® in diagram A.2) 

These cases will be indexed by i=1, 2, 3 throughout this appendix. (For 
case one, the MPP =0; for cases two and three the MPP is positive.) 

Denote the total agricultural output at the break-out point by fo” 
(i=1, 2, 3). The values for fo‘ can be computed from (3): 


(a) fo =fM(R=1,x=VL)=M (fori = 1 in diagram A.1) 
(b) fo = f(k = 1,x = VL) = [MV/T*|[-V + 27] 

(for i = 2 in diagram A.1) 
(c) fo = f@(k = 1,x = VL) = [MV(2T — 1)|[—V + 2T] 

(for i = 3 in diagram A.2) 


(4) 


(5) 


Let the institutional wage rate be denoted by W‘°(i=1, 2, 3). The value 
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of W\ is determined by the requirement that the total agricultural output 
fo at the break-out point be just adequate to provide for: 

(1) consumption of the agricultural population (VL) at the wage rate 
we: 

(2) consumption of the industrial labor force [(1— V)L] at the wage rate, 
Wee; 

(3) consumption of the landlord and other uses proportional to total agri- 
cultural output assumed to be a fraction, 1—@, of fo"; 

(4) demand for agricultural product as industrial raw materials and other 
requirements assumed to be proportional to the industrial labor force 

This can be written as: 


(6) fo = WOVL + WOU VL + (1 +4 dWOU VOL 


(The parameter d is the “input coefficient,” i.e., the amount of agricultural 
product used as industrial raw materials per industrial worker employed in 
the industrial sector, and is measured in terms of wage units.) 

From (6) the institutional wage can be determined as: 


(7) WO  (O/RL) fo fori = 1, 2,3 
where 
(8) R=1+d-— dv. 


An explicit expression of W‘, defined in terms of the parameters M, L, 
6, V, T, d (so far introduced in our system), can be obtained from (5) 


and (7): 
(a) = @M/RL 
(9) (b) W = @OMV(—V + 2T)/RLT* 
(c) W™ = @OMV(—V + 27T)/RLQT — 1) 


Ill. Balanced Agricultural Labor Force (BALF) and Commercialized 
Agricultural Labor Force (CALF) 


Let the size of the agricultural labor force at the shortage (commercializa- 
tion) point (see Section I) be called balanced (commercialized) agricultural 
labor force, i.e., BALF (CALF). We want to determine BALF and CALF 
as a function of &, Suppose there is a 100s per cent increase of total popu- 
lation in the agricultural sector after the break-out point. ‘The total 
population increases from L to (1+5)L. If x is the size of the agricultural 
population, the industrial population is L(1+s)—x. For this distribution 
of the total population between the two sectors, the demand for agricultural 


* Please note that in the text we initially introduce a simplified version of our model for 
which (3) and (4) are not taken into consideration, i.c., d is assumed to be equal to 0 and @ 
equal to 1. Under these circumstances all other results in this appendix, which reflect the 
complete model, could be appropriately simplified. In like fashion, of course, we initially ab- 
stract from population growth in the text, i.e., we assume s=0. The interested reader may 
verily the results presented in the text by letting s=d=(1—0) =0. 
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output contains the following components [when the same behavioristic 
assumptions, (1)—(4), identified in the last section, obtain]: 


(10) (a) landlord consumption A‘?(x) =(1—0)/'"(R, x) 
(b) farm labor consumption = 
(c) industrial raw materials C((x) = dW [L(1+5) — 2] 
(d) industrial labor consumption = W'[L(1+-s) 


where W‘® is defined in (7) or (9) and f((k, x) is defined in (3). [Notice 
that, for i= 1, 2, f(%(k, x) are both defined by (2a)]. Since the supply of 
agricultural output equals demand, then 


(11) 2) = BO(R) + CO(X) + DO(x) 


The solution for x in (11) is the balanced agricultural labor force (BALF). 
This is just an alternative way of saying that BALF is determined by the 
requirement that the average agricultural surplus (AAS) should equal the 
institutional wage W‘” which is the expression we have used in the text. 


TAS (total agricultural surplus) and AAS (average agricultural surplus) are 
defined as: 


TAS = f(k, x) — A(x) — BO(x) — C(x) 
AAS = TAS/[L(1 + 5) — 


Equation (11) can also be obtained by equating AAS with W“, 


To solve for x in (11), let U* be BALF expressed as a fraction of the 
total population, i.c., BALF = U*L(1+s). Substituting: 


(12) «= U*L(1 +s) 


in (11) above, the value of U* can be determined. In other words, it is the 
fraction, U*, rather than the absolute amount of BALF, that will be deter- 
mined. Substituting (7) and (12) in (11), we have: 


(13) x)/fo(L + 8) R*/R 
where 


(14) R* =1+d-—dU* 


and where the left-hand side can be computed from (3), (5) and (12). 
Equation (13) then becomes: 


(a) (kR/T*)[—(U*(1 + s))? + 2U*T(1 + s)] — (1+ s)(1 + d) 
(15) +dU*(i+s)=0 fori=1 
(b) (Z2R/T*)[—(U*(1 + s))* + 
+ dU*(1+ 5) = 0, fori = 2,3 
where, for (15b), | 


(16) Z = kT?/V(—V + 27) 
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These equations define U* as a function of k, the productivity coefficient. 
Letting this function, in its explicit form, be denoted by U*= U*(k), and 
noticing that Z takes the place of & in (15b), we have, after simplification, 


(a) U* = U*(k) = [2kR + dT 


2kR( + 5) 
— + dT)* — 4kRO + 5)(1 + fori= 1 
(b) U* = U*(Z), fori = 2,3 


(17) 


To compute the commercialized agricultural labor force (CALF), first set 
MPP [in (4)] equal to the institutional wage W“ in (9); 


(a) WO [2kM/(TL)*|(—x + TL), fori@ 1 
(18) (b) W™ + TL), fori 2 
(c) W = [2AM/(2T TL), fori=3 


The solution of # in (18) gives us the CALF. Denoting CALF by 
V*(1+s)L, (i.e., V* is the fraction of total population which is CALF), the 
expression: 


(19) 


can be substituted in (18) in order to solve for V* as a function V*(&) of k. 
After substituting (19) and (9) in (18), we derive: 


(a) V* = V*(k) [7T/(1 + s)](1 — T0/2kR) fori = 1 
(b) V* = V*(Z) fori = 2,3 
where Z in (20b) is defined as in (16). 


(20) 


IV. Turning-Point Productivity Coefficient (k) and Turning- 
Point Agricultural Labor Force (TALF) 


The turning point productivity coefficient & is that level of produc- 
tivity coefficient which equates U*(k), (17), and V*(&), (20). Solving for k 
by setting U*(k) = V*(R), we have: 


(a) = (1/2R)[(1 + s)\(1 + d) — dT 
(21) + V(dT — (1 + s)(1 + d))? + (@ + 2d)T%), fori=1 
(b) = [V(—V + 27)/T7]k™ for i = 2,3 


expressing A‘ as a function of the parameters, V, s, d, 7, 0. The turning- 
point agricultural labor force, V., (TALF) is the BALF (=CALF) when 
the productivity coefficient, &, takes on the turning point value (21). Thus 
substituting (21) in (20), we have: 


e@ wher 
d+0 
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1+d 
0+ 2d 
O(d + 9) 
0 + 2d 


Q- 
1+s 


The value of V;, which is the same for all three cases (i 1, 2, 3), is seen 
to be a function of the parameters, d, 7, s, 0. It should also be noted that in 
(22), the parameters L (the initial population) and M (the initial total 
agricultural output) are not involved. The economic significance of this fact 
is that the absolute size, i.e. the scale, of the economy, measured in terms 
of L and/or M, is irrelevant to the arguments of this paper. 

From (22) we see that V; is nonnegative. Furthermore, it can be shown 
that V;<1 if the following condition is satisfied: 


(1 — 6) 


(23) < 
This, as we have pointed out in the course of the empirical discussion of 
our model in the text, permits all reasonable values of 7 to be postulated 
to yield O< V,<1. Assuming (23) is satisfied, it can easily be shown that 
OV, aV, 
—>0O and —<0. 
oT as 


THE ROLE OF AGRICULTURE IN 
ECONOMIC DEVELOPMENT 


By Bruce F, Jounston Joun W. Mettor* 


The present article deals with issues that have too often been dis- 
cussed in terms of the false dichotomy of agricultural vs, industrial de- 
velopment. The approach adopted here is to examine the interrelation- 
ships between agricultural and industrial development and to analyze 
the nature of agriculture’s role in the process of economic growth. 

Diversity among nations in their physical endowment, cultural 
heritage, and historical context precludes any universally applicable 
definition of the role that agriculture should play in the process of 
economic growth. Nevertheless, certain aspects of agriculture’s role 
appear to have a high degree of generality because of special features 
that characterize the agricultural sector during the course of develop- 
ment. The nature of agriculture’s role is, of course, highly relevant to 
determining the appropriate “balance” between agriculture and other 
sectors with respect to (1) direct government investment or aids to 
investment, (2) budget allocations for publicly supported research and 
education-extension programs, and (3) the burden of taxation levied 
on different sectors, 


I. Special Characteristics of the Agricultural Sector in 
the Process of Economic Development 


Two important and related features distinguish the agricultural sec- 
tor in an underdeveloped country and its role in the process of eco- 
nomic growth. First, in virtually all underdeveloped economies agri- 
culture is an existing industry of major proportions, frequently the 
only existing industry of any consequence. Typically, some 40 to 60 
per cent of the national income is produced in agriculture and from 50 
to 80 per cent of the labor force is engaged in agricultural production. 
Although large quantities of resources—chiefly land and labor—are 
committed to agriculture, they are being used at very low levels of pro- 
ductivity. 


*The authors are, respectively, professor and economist, Food Research Institute, 
Stanford University; and associate professor of agricultural economics, Cornell Univer- 
sity. We have received valuable criticism of successive drafts from many persons. We 
wish to acknowledge particularly suggestions from W. O. Jones, Kazushi Ohkawa, David 


Bell, W. Arthur Lewis, Richard Easterlin, Roger Gray, Arthur T. Mosher, and Philip 
M. Raup. 
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The other significant characteristic is the secular decline which 
occurs in the relative size of the agricultural sector [6] [39] [45] 
[27] [26]. The importance of this process of structural transforma- 
tion and the size of the related capital demands place a great burden on 
agriculture to provide capital for expansion of other sectors. The eco- 
nomic transformation also has important implications with respect to 
the changing role of labor and capital and the choice of methods for 
developing agriculture. 

Secular decline of the agricultural sector: the “general trans forma- 
tion model.” The two basic factors generally recognized as responsible 
for the structural transformation of an economy are: (1) an income 
elasticity of demand for food that is less than 1 and declining, and 
(2) the possibility of a substantial expansion of agricultural production 
with a constant or declining farm labor force. 

A third factor that has received less attention is probably of con- 
siderable importance: by and large modern technology permits the 
most drastic reduction of costs in manufacturing industry, in power 
generation, and in long-distance transport. It is within these fields that 
investments in modern, power-driven machinery and the application of 
advanced technology lead to early and revolutionary reductions in 
costs so that price-elasticity and substitution effects reinforce differen- 
tial income elasticities in changing the pattern of output and consump- 
tion. 

The relative decline of the agricultural sector will not proceed as 
rapidly or as far in countries that have a marked comparative advan- 
tage in exporting agricultural products. But even countries particularly 
well suited by their resource endowment to emerge as major agricultural 
exporters can be expected to witness a substantial reduction in the 
share of agriculture if they achieve a sizable increase in per capita 
incomes. Denmark and New Zealand stand out as countries that have 
benefited greatly from their position as leading agricultural exporters; 
even so, less than 20 per cent of their labor is presently engaged in 
agriculture." 

The reasons for the secular decline of agriculture and substantial ex- 
pansion of manufacturing and other components of the nonagricultural 
sector have not been fully elucidated; but this type of structural trans- 
formation of an economy seems to be a necessary condition for cumu- 
lative and self-sustaining growth. A mere change in the product-mix 


*The Danish example is particularly striking. The country is conspicuously lacking in 
resources other than its excellent agricultural potential. More than 65 per cent of total 
agricultural output is sold abroad, and despite considerable expansion of nonagricultural 
exports since the second world war, agriculture still accounts for some 60 per cent of 
total foreign exchange earnings [18, p. 7] (22, p. 114]. 
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available for consumption, obtainable up to a point entirely by means 
of international trade, is apparently not a sufficient condition.’ 

The two-sector classical growth model. The implications of the dy- 
namic nature of the growth process have been elaborated most clearly 
in W. Arthur Lewis’ two-sector model, which represents a special case 
of the “general transformation mode! characterized above. Since, 
in densely populated countries, a considerable proportion of the rural 
labor force may provide an increment to production less than the re- 
quirements for its own subsistence, Lewis assumes in his model that 
there is a surplus of manpower in agriculture (subsistence sector) ;" 
and that the nonagricultural (capitalist) sector is the dynamic element 
which absorbs this surplus of manpower.* 

Since the supply of labor available in the traditional sector is as- 
sumed to be in effect “unlimited,” the transfer of manpower to the 
capitalist sector is determined by the demand for labor in that sector, 
which in turn is limited by the rate of capital accumulation. In the 
capitalist sector it will normally be necessary to pay a wage determined 
by the average product per man in the traditional sector, plus some 
margin dictated by transfer frictions, social views of minimum subsist- 
ence, trade union pressure, and other institutional forces. 

This is, of course, a transitional phase. “When capital catches up 
with labour supply,” as Lewis phrases it, the two-sector model is no 
longer relevant. However, in the short run, nonfarm job opportunities 
cannot be created sufficiently rapidly to move ahead of population 
growth in the countryside. Dovring has called attention to the fact 

*Even Viner, who has been critical of using income from the agricultural sector to 
“subsidize uneconomic urban industry,” does not really take issue with this proposition 
148, p. 124). His (reluctant?) concession is phrased in a double negative: “It is not my 
position that the path to economic progress is not, for many countries and even for 
most countries, by way of industrialization and urbanization.” “The real problem,” he 
continues, “is not agriculture as such or the absence of manufactures as such, but poverty 
and backwardness, poor agriculture, or poor agriculture and poor manufacturing. The 
remedy is to remove the basic causes of the poverty and backwardness” [48, p. 71]. 
Viner later suggests that if the masses of the population in underdeveloped countries were 
“literate, healthy, and sufficiently well fed . . . all else necessary for rapid economic de- 
velopment would come readily and easily of itself’ [48, p. 131]. These factors are 
obviously important, but it seems highly questionable that shortcomings in literacy, 
health, and nutrition have been the sole obstacles, or even the major obstacles, to achiev- 


ing rapid economic growth. Moreover, a static view of comparative advantage is an 
inadequate basis for determining what is or is not “uneconomic urban industry.” 

"For discussion concerning the physical conditions in which such a labor surplus will 
or will not arise and for empirical support, see [33]. Georgescu-Roegen [12] emphasizes 
that special institutional arrangements are required to make it possible for certain work- 
ers to “receive more than they earn.” The most common of these institutional arrange- 
ments is the family farm in which the unit of production is also the unit of consumption. 

*Strictly speaking, the subsistence and capitalist sectors of the Lewis model do not 
correspond exactly to agriculture and nonagriculture. The distinguishing feature of the 
capitalist sector is that labor is employed for wages for profit-making purposes and that 
substantial quantities of reproducible capital are used [30, p. 8] [29, p. 146]. 
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that the farm labor force frequently does not decline in absolute num- 
bers until fairly late in the process of development; the absorption of 
surplus labor from agriculture depends not only on the rate of increase 
of nonagricultural employment but also on the “weight” of the non- 
agricultural sector in the economy [8]. 

Lewis’ treatment emphasizes the implications of the two-sector 
model for industrial development, but it also has important implica- 
tions for agricultural development policy. So long as the conditions of 
this classical growth-model are relevant, factor proportions and pro- 
ductivities will and should be different in the two sectors and a different 
calculus is applicable to allocation decisions. 

Resource allocation in agriculture. Since there may be discrepancies 
between private and social benefit or between private and social cost, 
the relevant concept in agriculture as elsewhere is the social marginal 
productivity of alternative investment projects [4, pp. 76-96] [9, 
pp. 56-85]. This concept, or the less sophisticated but often more opera- 
tional technique of estimating cost-benefit ratios, is reasonably service- 
able in appraising large-scale investment projects in the agricultural 
sector, 

There are compelling considerations, however, which suggest that 
the most practical and economical approach to achieving sizable in- 
creases in agricultural productivity and output lies in enhancing the 
efficiency of the existing agricultural economy through the introduction 
of modern technology on a broad front. Of particular importance are 
expenditures for “developmental services” or ‘unconventional inputs” 
such as agricultural research, education, and extension that broaden the 
range of alternative production possibilities available to farm operators 
and strengthen their capacity to make and execute decisions on the 
basis of more adequate knowledge of agricultural technology. 

Three considerations emphasize the need for a special approach in de- 
termining the level of resource allocation to agriculture and for estab- 
lishing priorities within an agriculiural development program. First, it 
is virtually impossible to quantify the schedule of increase in output or 
reduction in costs that can be expected as a result of expenditures for 
developmental services such as agricultural research or extension [1]. 
“ven an ex post estimate is difficult, a fact brought out clearly in 
Griliches’ interesting attempt to estimate the returns that can be 
attributed to the investment of resources in the development of hybrid 
corn [14], 

The second factor is the importance of complementarities among 
agricultural inputs. It is necessary in designing a rational program of 
agricultural development to define a “package” of inputs—conven- 
tional and unconventional—that will be most efficient in increasing 
agricultural output. 
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The third difficulty concerns the need to discriminate between the 
use of scarce and relatively abundant resources. Investible funds, 
foreign exchange, and certain forms of entrepreneurial talent are in 
particularly short supply and are critical for industrial development. 
In contrast, many of the inputs for agricultural development are rela- 
tively abundant. In particular, agricultural labor will continue to have 
low opportunity cost for some time owing to the slow growth of de- 
mand for industrial labor. Use of shadow or accounting prices repre- 
sents one technique for taking account of the abundance of these re- 
sources. However, explicit recognition of the special characteristics of 
the process of agricultural development is essential for designing a 
strategy for increasing agricultural output and productivity which will 
minimize requirements for the scarce resources indispensable for ex- 
pansion of the capitalist sector, 

Historical experience. The proposition that a substantial rate of in- 
crease in agricultural production can be achieved largely through the 
more effective use of resources already committed to the agricultural 
sector and with only modest requirements for the critical resources of 
high opportunity cost is essentially an empirical generalization. Con- 
siderable support for the proposition is provided by the experience of 
countries in North America and Western Europe that have been suc- 
cessful in increasing agricultural productivity.* More pertinent, how- 
ever, is the historical experience of Japan and Taiwan. 

Labor productivity in Japanese agriculture approximately doubled 
over a span of 30 years, comparing farm output and labor inputs dur- 
ing the years 1881-90 with the decade 1911-20. The comparable in- 
crease in Taiwan appears to have been even larger—something like 
130 to 160 per cent over the 30-year span between 1901-10 and 1931- 
40 | 23, pp. 499-500] [22, pp. 23, 41, 78, 91]. A threefold expansion of 
sugar yields and a nearly twelvefold increase of output was a con- 
spicuous element in the increase registered in Taiwan. This particularly 
rapid progress in sugar was favored by the spectacular world progress 
in breeding higher yielding varieties of cane during the first three 
decades of the present century and the fact that exportation to Japan 
provided an outlet for the rapidly expanding production. Similarly, the 
fivefold increase in cocoon production and sevenfold increase in out- 
put of raw silk in Japan was considerably more rapid than the over-all 
' *Studies of the growth of agricultural productivity in the United States have under- 
scored the importance of unconventional inputs and suggest that technological change 
has been about as important as the quantitative increase in conventional inputs in bring- 
ing about increased production [43]. Technical innovations were probably even more im- 
portant in the impressive growth of agricultural productivity in Denmark; the average 


annual (compound) rate of increase between the 1880's and the decade of the 1930's was 
about 2 per cent [22, pp. 102-4]. 
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growth of agricultural output. Technological progress resulting from 
research aimed at heavier yields of mulberry leaves, selection and 
breeding of superior races of silkworms, and improvements in practices 
ranging from the methods of feeding silkworms to the reeling of silk 
from the cocoons was the decisive factor in the rapid growth in the 
sericulture industry. Here again, however, the availability of an expand- 
ing export market was a necessary condition for the rapid growth of 
output that was attained. 

It is also clear that technological progress was the decisive factor 
responsible for the increase in productivity and output of rice and other 
basic food crops that accounted for the bulk of agricultural production 
in Japan and Taiwan. The three key elements were: (1) agricultural 
research leading to the development and selection of higher-yielding 
varieties; (2) increased application of fertilizers; and (3) activities 
that facilitated wide use of the most productive plant varieties and of 
improved farm practices. The high degree of complementarity among 
various agricultural inputs is clearly evident in the agricultural advance 
achieved in these two countries. The work of the plant-breeders was 
largely directed at developing varieties characterized by a strong re- 
sponse to increased applications of fertilizer; the gains achieved were 
the result of the joint advance in improving plant varieties and in rais- 
ing the level of soil fertility by heavier application of chemical ferti- 
lizers. Changes in cultural practices also played a necessary part in 
realizing the full potential of new varieties combined with heavier fer- 
tilization. 

Increase of crop area, largely through extending the area of double- 
cropping, and expansion of irrigation were more important in Taiwan 
than in Japan during the periods considered; development in those 
directions was already fairly advanced in Japan by the 1880’s. Thus it 
appears that agricultural investment was a somewhat more important 
factor in Taiwan than in Japan, but to a large extent it was direct, non- 
monetary investment [22, pp. 77-81}. 

The expenditures in Japan and Taiwan for agricultural research, 
extension-type activities, and other developmental services were very 
modest in relation to the large increments in output obtained. 


II. Agriculture’s Contributions to Economic Development 


The most important ways in which increased agricultural output 
and productivity contribute to over-all economic growth can be sum- 
marized in five propositions: (1) Economic development is character- 
ized by a substantial increase in the demand for agricultural products, 
and failure to expand food supplies in pace with the growth of demand 
can seriously impede economic growth. (2) Expansion of exports of 
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agricultural products may be one of the most promising means of in- 
creasing income and foreign exchange earnings, particularly in the 
earlier stages of development. (3) The labor force for manufacturing 
and other expanding sectors of the economy must be drawn mainly 
from agriculture. (4) Agriculture, as the dominant sector of an under- 
developed economy, can and should make a net contribution to the 
capital required for overhead investment and expansion of secondary 
industry. (5) Rising net cash incomes of the farm population may be 
important as a stimulus to industrial expansion. 

1. Providing increased food supplies. Apart from autonomous 
changes in demand, presumably of limited importance, the annual rate 
of increase in demand for food is given by D = p + ng, where p and g 
are the rate of growth of population and per capita income and 7 is the 
income elasticity of demand for agricultural products [37]. 

Growth of demand for food is of major economic significance in an 
underdeveloped country for several reasons. First, high rates of popu- 
lation growth of 14% to 3 per cent now characterize most of the world’s 
underdeveloped nations, so that growth of demand from this factor 
alone is substantial. As a result of international borrowing of knowl- 
edge and techniques in the public health field and the availability of 
such powerful weapons as DDT, the sulpha drugs, and penicillin, the 
decline in death rates is frequently sharp. This, in combination with 
the slow decline in birth rates, has resulted in rates of natural increase 
substantially higher than those that characterized the presently de- 
veloped countries during their “population explosion.’ Moreover, there 
is how only a weak relationship between the factors mainly responsi- 
ble for the rise in the rate of natural increase and the factors deter- 
mining the growth of a nation’s income. 

Secondly, the income elasticity of demand for food in underdevel- 
oped countries is considerably higher than in high-income nations— 
probably on the order of .6 or higher in the low-income countries vs. 
.2 or .3 in Western Europe, the United States, and Canada.’ Hence, a 
given rate of increase in per capita income has a considerably stronger 

*The rapid population growth now characteristic of underdeveloped countries rein- 
forces the view stated earlier that structural transformation of an economy is a necessary 
condition for cumulative economic growth and substantial increase of per capita incomes 
Such a transformation, with the accompanying urbanization, increase of incomes, spread 
of education, and changes in attitudes and incentives, is a precondition for reduction of 
birth rates to levels compatible with a sharply lowered death rate. It may be desirable 
in some countries to reinforce the indirect influence of economic and social transforma- 


tion by direct measures to encourage reduction of birth rates; but there is no evidence 
to suggest that direct measures alone would be sufficient. 

"These approximations relate to income elasticity with respect to food expenditure 
measured at the farm level, the concept most relevant to assessing the growth of demand 
for agricultural products. We have reviewed some of the evidence bearing on income 
elasticities in developed and underdeveloped countries in [21, p. 339]. 
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impact on the demand for agricultural products than in economically 
advanced countries. 

The increase in farm output in Japan between the 1880’s and 1911- 
20, which seems to have been of about the same magnitude as the 
growth of demand during that period, corresponded to an annual rate 
of increase in demand of approximately 2 per cent. With current rates 
of population growth and a modest rise in per capita incomes, the 
annual rate of increase of demand for food in a developing economy 
can easily exceed 3 per cent, a formidable challenge for the agriculture 
of an underdeveloped country. Moreover, as a result of the expansion 
of population in cities and in mining and industrial centers dependent 
upon purchased food, the growth of demand for marketed supplies is a 
good deal more rapid than the over-all rate of increase. Thus there are 
additional problems in developing transportation links and market- 
ing facilities in order to satisfy the requirements of the nonagricultural 
population. 

If food supplies fail to expand in pace with the growth of demand 
the result is likely to be a substantial rise in food prices leading to 
political discontent and pressure on wage rates with consequent ad- 
verse effects on industrial profits, investment, and economic growth. 
There is scant evidence concerning the price elasticity of demand for 
food in underdeveloped countries. At least in the case of an increase in 
prices as a result of demand outstripping supply, there is a strong pre- 
sumption that the price elasticity for “all food” is extremely low, prop- 
ably lower than in economically advanced countries. Cheap starchy 
staple foods—cereals and root crops—provide something like 60 to 
85 per cent of the total calorie intake in low-income countries, so there 
is relatively limited scope for offsetting a rise in food prices by shifting 
from expensive to less costly foods; and the pressure to resist a reduc- 
tion in calorie intake is strong. 

The inflationary impact of a given percentage increase in food prices 
is much more severe in an underdeveloped country than in a high- 
income economy. This is a simple consequence of the dominant position 
of food as a wage good in lower-income countries where 50 to 60 per 
cent of total consumption expenditure is devoted to food compared 
with 20 to 30 per cent in developed economies. 

Owing to the severe economic and political repercussions of a sub- 
stantial rise in food prices, domestic shortages are likely to be offset 
by expanded food imports, provided that foreign exchange or credits 
are available.* For some countries that are in a favorable position 

*Some underdeveloped countries have reacted to the social and economic problems 
resulting from food shortages and their inflationary consequences by instituting compul- 


sory food collection, price controls, and rationing. It is easy to appreciate that considera- 
tions of social equity would lead to such measures in a low-income country; but from the 
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with respect to foreign exchange earnings this may be a satisfactory 
solution. But foreign exchange is usually in short supply and urgently 
required for imports of machinery and other requisites for industrial 
development that cannot be produced domestically. There is no simple 
or general answer to this question of import substitution that Chenery 
has described as “the most important and most difficult aspect of de- 
velopment programming .. .” [5, p. 67]. In view of the potential that 
exists for increasing agricultural productivity it is likely to be advan- 
tageous to obtain the additional food supplies by increased domestic 
output rather than by relying on expansion of exports to finance en- 
larged food imports.’ In any event, a static view of comparative costs 
may be misleading. The demand for imports of machinery and other 
items can be expected to increase as development proceeds, so the exist- 
ing exchange rate is not likely to reflect the future demand for and 
supply of foreign exchange [5, p. 67]. 

The foregoing discussion has stressed the severe penalties attached 
to failure to achieve the “required” increase in output. This notion of 
a “required” increase in output should not be pushed too far; the price 
elasticity of demand for food is low but not zero and there is normally 
the possibility of adjusting supplies via imports. Nevertheless, it is 
noteworthy that the demand for food is a derived demand determined 
essentially by the growth of population and of per capita incomes; and 
this characteristic of the demand for food cuts in both directions. Not 
only does it mean severe penalties for failure to expand food supplies 
in pace with the growth of demand, but it also implies that the returns 
on investment in expansion of food crops for domestic consumption 
fall off sharply if food supplies increase more rapidly than demand. 
There is thus a significant difference between the domestic demand for 
food products and the more expansible demand for agricultural exports 


ctemipolnt of economic development the effects of an attempt to maintain such food 
distribution controls on a continuing basis are almost entirely unfavorable. Such pro- 
grams tie up scarce administrative talent in a program of uncertain value that is usually 
ineffective as well; and they impede the growth of a market-oriented agriculture. Much 
higher returns are obtainable from a well-conceived program of agricultural development 
to expand total output rather than controlling its distribution. For an interesting discus- 
sion of experience in Pakistan see [46, pp. 121-26]. If short-run instability of food prices 
resulting from fluctuations in farm output is a real problem, there may be justification 
for establishing a food reserve, especially if U.S. surplus stocks can be drawn upon to 
provide the initial stock. 


* This is, of course, merely a presumption, and it does not alter the fact that it is im- 
portant to maintain price competition between domestic and imported foodstuffs, nor 
the fact that it is advantageous to import foodstuffs that cannot be produced efficiently 
at home, wheat imports in tropical regions being an important example. The availability 
of large quantities of U.S. agricultural surpluses on favorable terms has the effect of 
somewhat reducing the importance of measures to increase agricultural productivity and 
output in a developing country; but there remains the question whether such windfall 
supplies will be available on a continuing basis in quantities sufficient to satisfy a rapidly 
growing demand. 
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(of a particular country) and for the miscellany of goods and services 
produced by “nonagriculture.”’ 

2. Enlarged agricultural exports. Expansion of agricultural exports 
is likely to be one of the most promising means of increasing incomes 
and augmenting foreign exchange earnings in a country stepping up its 
development efforts. A profitable export crop can frequently be added 
to an existing cropping system; the capital requirements for such in- 
novations are often moderate and largely dependent on direct, non- 
monetary investment by farmers. 

Development of production of export crops has a further advantage 
in catering to an existing market; and an individual country that ac- 
counts for only a small fraction of world exports faces a fairly elastic 
demand schedule. In view of the urgent need for enlarged foreign ex- 
change earnings and the lack of alternative opportunities, substantial 
expansion of agricultural export production is frequently a rational 
policy even though the world supply-demand situation for a commodity 
is unfavorable. 

There are, of course, disadvantages to heavy reliance on agricultural 
exports. And simultaneous efforts to expand exports of certain agri- 
cultural commodities in a number of underdeveloped countries involve 
the risk of substantial price declines, especially if the relevant price 
and income elasticities are low. 

A longer-run goal is diversification which will lessen the vulnerability 
of an economy that depends heavily on export proceeds from one or a 
few crops. One of the rewards of the structural transformation asso- 
ciated with economic growth is the greater flexibility of a diversified 
economy. Of much greater immediate importance, however, is the fact 
that for most of the underdeveloped countries the introduction or ex- 
panded production of agricultural export crops can and should play a 
strategic role in providing enlarged supplies of foreign exchange.*° 

3. Transfer of manpower from agriculture to nonagricultural sectors. 
To the extent that the Lewis two-sector model with its assumption of 
a perfectly elastic supply of labor is applicable, it follows that man- 
power for manufacturing and other rapidly expanding sectors can be 
drawn easily from agriculture. On the other hand, if the rural popula- 
tion is sparse and there is a good potential for expanding output of 

*As with so many of the policy issues that face a developing country there is no 
simple answer because intelligent decisions require a balancing of contradictory considera- 
tions. Agricultural exports are vulnerable to sizable price fluctuations, and there is a possi- 
bility of deterioration in a country’s terms of trade if it is dependent on crops which ex- 
perience a secular decline in price. It has been elegantly demonstrated that under certain 
assumptions expansion of exports can lead to “immiserizing growth,” but we share 
Nurkse’s skepticism concerning the concept of “output elasticity of supply” on which the 
demonstrations rest and agree with his conclusion that the pessimistic appraisals of the 


effects of trade really amount to demonstrating that an economy incapable of adapting to 
changed circumstances is at a disadvantage [36, pp. 58-59]. Much more important than a 
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profitable cash crops, it may be difficult to obtain labor for a rapidly 
expanding capitalist sector. In any event, the bulk of the labor for the 
expanding sectors must be drawn from agriculture in the earlier stages 
of development simply because there is almost no other source. The 
experience of Japan, where the conditions of the two-sector model were 
approximated, seems to indicate that the rate of investment was the 
limiting factor and that transfer of labor to industry was not a major 
problem [22, pp. 51-73]. In view of the potential that exists for in- 
creasing agricultural output per man, it is to be expected that labor- 
supply problems in manufacturing and other growing industries will 
not be serious provided that intelligent and vigorous efforts are made 
to enhance farm productivity.” 

4. Agriculture’s contributions to capital formation. The secular de- 
cline of the agricultural sector and the structural transformation of an 
economy that characterize the dynamics of growth underscore the im- 
portance and difficulty of the problem of capital accumulation in an 
underdeveloped country. This is probably the most significant implica- 
tion of Lewis’ two-sector model in which the rate of capital formation 
determines the rate at which employment can be expanded in the 
capitalist, high-wage sector of the economy; and the rate of expansion 
of employment in the capitalist sector relative to the growth of the 
total labor force determines how soon the surplus of rural labor will be 
reduced to a point where wage levels are no longer depressed by the 
low level of productivity and earnings in the subsistence sector.” 

An underdeveloped country that is making determined efforts to 
achieve economic progress faces formidable requirements for capital to 
finance the creation and expansion of manufacturing and mining enter- 
prises, for overhead investment in transportation and utilities, and in 
the revenue needed for recurrent expenditure for expansion of educa- 
tion and developmental services. These requirements are certain to out- 
strip the supply of funds available except in those countries which have 
large earnings from petroleum or mineral exports or particularly favor- 
able access to foreign capital. The sheer size of the agricultural sector 


theoretical possibility of immiserizing growth is the fact that for the predominantly agri- 
cultural economy of an underdeveloped country, expansion of export crops is likely to 
offer a practical and economic means by which incomes and foreign exchange earnings 
can be increased. The gains are likely to be especially significant in relation to develop- 
ment in those instances in which the enlarged production of export crops depends pri- 
marily on the use of relatively abundant resources of low opportunity cost. 

™ Fleming has asserted that the ease with which labor can be transferred from agri- 
culture to nonagricultural industry “has frequently been exaggerated” [10, p. 254]; but 
he largely ignores the significant potential that exists for raising labor productivity in 
agriculture. 

“The difference between the rate of growth of total and nonagricultural employment, 
which Dovring has termed the “coefficient of differential growth,” is a useful measure for 
comparing the speed of sector changes [8]. 
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as the only major existing industry points to its importance as a source 
of capital for over-all economic growth. This presumption is particu- 
larly strong during the early stages of economic growth inasmuch as 
reinvestment of profits, historically the major source of capital ac- 
cumulation, cannot be significant so long as the capitalist sector re- 
mains a small segment of the economy. 

Since there is scope for raising productivity in agriculture by means 
that require only moderate capital outlays, it is possible for the agricul- 
tural sector to make a net contribution to the capital requirements for 
infrastructure and for industrial expansion without reducing the low 
levels of consumption characteristic of the farm population in an under- 
developed country. An increase in agricultural productivity implies 
some combination of reduced inputs, reduced agricultural prices, or 
increased farm receipts. Labor, being the abundant input in agricul- 
ture, is the principal input that will be reduced, and attention has 
already been given to agriculture’s role as a source of manpower. Im- 
plicit in the earlier discussion of the need to expand agricultural pro- 
duction in pace with the growth of demand for food was the important 
proposition that stable or reduced agricultural prices can facilitate 
capital accumulation by preventing deterioration or even improving 
the terms of trade on which the industrial sector obtains food and 
other agricultural products. 

Before considering the possibilities of securing a flow of capital out 
of agriculture, mention should be made of the ways in which the re- 
source requirements of the agricultural sector can be minimized. The 
approach to agricultural development considered in Section III is one 
which minimizes requirements for scarce resources of high opportunity 
cost and which emphasizes the possibility of enhancing the produc- 
tivity of the resources already committed to agriculture. It is also 
desirable for the capital requirements for agricultural expansion, in- 
cluding the increased outlays for fertilizers that are likely to be so 
important in this phase of agricultural development, to be financed as 
much as possible out of increased farm receipts that may accrue with 
the increase of productivity and output. Possibilities also exist for 
levying school fees, charges for land registration, and other fees that 
cover all or part of the cost of services provided for the farm popula- 
tion. But for many of the developmental services important to agri- 
culture, it is not desirable to link services rendered with a charge to 
defray the cost. This is partly because individual farmers may not be 
able or willing to pay for such services, but more important is the 
fact that social returns to expenditures for research and extension to 
raise agricultural productivity may be much larger than the private 
benefits that can be appropriated by individual producers. 

Japan is probably the clearest example of a country where agricul- 
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ture contributed significantly to the financing of development. It was 
noted earlier that the impressive increase in farm output and pro- 
ductivity in Japan between 1881-90 and 1911-20 required only small 
capital outlays and but moderate increases in other inputs. Consump- 
tion levels of the farm population increased much less than the rise in 
productivity in agriculture, so that a substantial fraction of the incre- 
ment in product in agriculture could be used to finance capital forma- 
tion in the capitalist sector of the economy. 

Since heavy taxes on agriculture were the principal device used to 
siphon off a part of this increase in productivity, it is possible to obtain 
some notion of the magnitude of this contribution in relation to total 
investment. Estimates of the division of the tax burden between agri- 
culture and nonagriculture by Seiji Tsunematsu indicate that agricul- 
ture’s share was some 80 per cent as late as 1893-97 and was still about 
50 per cent during the years 1913-17 [22, pp. 53-57] [40, pp. 446-48]. 

Tax revenues from agriculture thus provided a large part of the 
funds that the Japanese government used in fostering development by 
constructing “model factories,” by subsidizing the creation of a mer- 
chant marine and shipbuilding industry, and by strategic investments 
in overhead capital such as railroads, education, and research. 

Rosovsky’s estimates of investment in Japan throw light on the 
importance of government’s role in investment. Even with allowance for 
the fact that his figures understate private investment, the data indi- 
cate that government investment, excluding military investment, ex- 
ceeded 50 per cent of total investment throughout the period 1895- 
1910 [42, pp. 354-57]. 

This heavy reliance on agricultural taxation appears to have been a 
conscious policy. The eminent economic historian Takao Tsuchiya has 
interpreted the policy in these terms; “The urgent necessity for pro- 
tecting and fostering other industries compelled the government to im- 
pose a heavy land tax on the agricultural population to obtain the 
wherewithal to carry out industrial development programs” [35, p. 4]. 

Political and institutional problems frequently make it difficult to 
translate the increased potential for saving and capital accumulation, 
made possible by increased agricultural productivity, into an actual 
increase in investment. Recent experience in India and Pakistan, for 
example, gives rise to doubts as to whether capital accumulation and 
economic growth will proceed at.a “satisfactory” pace. Despite the 
stress that has been placed on promoting economic development, agri- 
culture’s contribution to investment and revenue requirements for gov- 
ernment expenditure for current services seems to have declined; or at 
least there is evidence that agriculture’s relative contribution to tax 
revenues has declined appreciably. Wald reports that whereas land 
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revenues in India provided over 20 per cent of total tax revenue in 
1939 they accounted for only 9 per cent of the tax receipts of India’s 
central and state and provincial government in 1954 and only 5 per 
cent of total tax receipts in Pakistan in 1952 [49, pp. 44n, 61-63]. 

The political difficulties in taxing the agricultural sector are often 
formidable, but it seems likely that insufficient recognition of the stra- 
tegic role that agriculture can and should play in contributing to the 
capital requirements of economic development has been a factor in 
the failure to realize the potential for a higher rate of capital forma- 
tion. Frequently, simple inertia and weaknesses in the tax system have 
been major factors: government revenues from land in the seven Part 
A states in India increased only 50 per cent between 1938/39 and 
1951/52 whereas the index of wholesale prices of major agricultural 
commodities increased 550 per cent. On the other hand, inertia has 
contributed to high tax yields in instances in which tax revenues have 
been geared to rising world prices. The yield from the land tax in 
Burma declined from 40 per cent of total government revenue prewar 
to 5 per cent in 1952, but this was offset by the profits of the state 
agricultural marketing board which provided some 40 per cent of total 
government revenue [49, pp. 54, 63]. The influence of the postwar rise 
in commodity prices was a particularly significant element in the large 
take of export taxes and marketing board surpluses in Ghana, Uganda, 
and other African countries.” 

The conclusion suggested so strongly by both theoretical considera- 
tions and historical experience is that in underdeveloped countries, 
where agriculture accounts for some 40 to 60 per cent of the total na- 
tional income, the transition from a level of saving and investment 
that spells stagnation to one permitting a tolerable rate of economic 
growth cannot be achieved unless agriculture makes a significant net 
contribution to capital formation in the expanding sectors. If com- 
munist countries have an advantage in securing rapid economic growth, 
it would seem to lie chiefly in their ability to ride roughshod over poli- 
tical opposition and divert a maximum amount of current output into 
capital accumulation. And agriculture has been a prime target in 
squeezing out a maximum amount of surplus for investment. In the 
Soviet Union compulsory collection of grain at artificially low prices 


"This is not intended as a blanket indorsement of export taxes and marketing board 
surpluses as devices for mobilizing funds for development. Nurkse and others have rightly 
emphasized that excessively heavy*taxation can “kill the goose that lays the golden eggs,” 
which seems to be an accurate description of Argentina’s policies during the decade fol- 
lowing the second world war. It is also true that arguments for mobilizing funds by tax- 
ing the agricultural sector have a hollow ring if they encourage spendthrift government 
policies and expenditure on “public consumption goods,” which Walker and Ehrlich be- 
lieve to have been true in Uganda [50]. - 
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was used to siphon off the increment in output originating in agricul- 
ture and to facilitate the forced-march development of industry.’* The 
rural communes in Communist China appear to be a device aimed not | 
only at extracting the maximum possible surplus of capital from the 
countryside but a maximum labor effort as well.’* 

Societies which value individual freedom and which limit the arbi- 
trary power of government are unable and unwilling to apply the sort 
of coercion and drastic reorganization of rural communities involved in 
the collectivization drive in the Soviet Union and in the creation of the 
Chinese communes, But this should not blind us to the hard fact that 
an essential element of economic growth is, in Lewis’ phrase, “the proc- 
ess by which a community is converted from being a 5 per cent to a 
12 per cent saver .. .” [31, p. 226]. In the earlier phases of develop- 
ment it is well-nigh certain that agriculture must play a major role 
in the process. 

5. Increased rural net cash income as a stimulus to industrialization. 
One of the simplifying assumptions of the two-sector model is that 
expansion of the capitalist sector is limited only by shortage of capi- 
tal. Given this assumption, an increase in rural net cash income is not 
a stimulus to industrialization but an obstacle to expansion of the capi- 
talist sector.’® 

It is true, of course, that investment decisions may in fact be in- 
fluenced not only by the availability of capital but als» by demand 
conditions and estimates of the future profitability of additions to 
capacity. Nurkse has been especially emphatic in stressing the impor- 
tance of opportunities for profitable investment as a strategic factor 
influencing the rate of capital formation, and Lewis himself emphasized 
in his report on industrialization in the Gold Coast that increased rural 
purchasing power is a valuable stimulus to industrial development [32]. 
Nurkse has given this concise statement of the problem: 


The trouble is this: there is not a sufficient market for manufactured 
goods in a country where peasants, farm laborers and their families, 
comprising typically two-thirds to four-fifths of the population, are too 


“For a brief description of Soviet experience and references to fuller treatments see 
[23, pp. 508-10]. 

* Recent reports indicate that the rural communes have encountered considerable diffi- 
culty in maintaining production efficiency because of some of the special problems of large- 
scale management in agriculture that are noted in Section II]. See the summary of re- 
cent discussion of agricultural policy in the People’s Daily and Red Flag by Jacques 
Jacquet-Francillon in Le Figaro, March 15, 1961, p. 5. 

* Lewis states that: “Anything which raises the productivity of the subsistence sector 
(average product per person) will raise real wages in the capitalist sector, and will there- 
fore reduce the capitalist surplus and the rate of capital accumulation, unless it at the 


same time more than correspondingly moves the terms of trade against the subsistence 
sector [29, p. 172]. 
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poor to buy any factory products, or anything in addition to the little 
they already buy. There is a lack of real purchasing power, reflecting the 
low productivity in agriculture [36, pp. 41-42]. 


There is clearly a conflict between emphasis on agriculture’s essen- 
tial contribution to the capital requirements for over-all development 
and emphasis on increased farm purchasing power as a stimulus to 
industrialization. Nor is there any easy reconciliation of the conflict. 
The size of the market is particularly pertinent to investment decisions 
in industries characterized by economies of scale so that a fairly high 
volume of demand is needed to justify construction of a modern factory. 
But substitution of domestic output for imported manufactured goods 
often provides a significant addition to demand that does not depend 
upon an increase in consumer purchasing power. Furthermore, if capi- 
tal requirements for developing infrastructure and capital-goods or ex- 
port industries are large relative to the amount of capital that can be 
mobilized, insufficient consumer demand is unlikely to limit the rate 
of investment.’ Political considerations, of course, also play an im- 
portant role in this determination. Although this is another of the 
policy issues for which no general answer is possible, it will normally 
be appropriate to emphasize the capital contribution from agriculture 
in early stages of the structural transformation. 


III. Resource Requirements and Priorities for 
Agricultural Development 


It has been argued that a substantial rate of increase in agricultural 
production can be achieved largely through the more effective use of 
resources already in the agricultural sector and with only modest de- 
mands upon the scarce resources of high opportunity cost which are 
indispensable for industrial development. 

The design and implementation of a rational program of agricultural 
development, however, is by no means a simple task. Although the ex- 
perience of Japan, Taiwan, Denmark and other countries that have 
made notable progress in agriculture throws light on the type of ap- 


It would appear that this was the situation that prevailed in Japan during the decades 
prior to about 1920. A provisional interpretation of developments in Japan during the 
years 1920-32 suggests that a low level of consumer purchasing power may have been 
more important than a lack of investible funds in limiting the rate of expansion of the 
capitalist sector. Even so, deflationary policies and an overvalued exchange rate appear 
to have been the principal factors responsible for the retardation in the expansion of the 
capitalist sector in Japan during this period [22, pp. 60-74]. It seems abundantly clear 
that Japan’s remarkably rapid rate of economic growth since the second world war has 
been stimulated by social changes that led to increased purchasing power among the farm 
population and industrial workers; but it is also true that by that time the existence of 
a sizable industrial base and a high rate of profits provided the funds which permitted an 
extremely high rate of investment. 
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proach that is likely to yield high returns, their experience can only be 
suggestive. Variations in soil, climate, and in human resources are of 
such importance that many aspects of agricultural development are 
specific to a particular country, region, district, and, ultimately, to an 
individual farm. Changes over time in the availability and relative 
prices of productive factors are also of great importance in influencing 
decisions concerning the choice of techniques of production and the 
combination of farm enterprises. 

Agricultural development policies. Emphasis is given here to a par- 
ticular type of strategy for raising the productivity of an existing agri- 
cultural economy. The low productivity of farm labor, land and other 
resources in the agricultural sector is largely due to the lack of certain 
complementary inputs of a technical, educational, and institutional na- 
ture. Under these circumstances a crucial requirement for devising an 
appropriate agricultural development program is to identify these 
complementary inputs, determine in what proportions they should be 
combined, and establish priorities among programs designed to increase 
their availability. 

Such a policy for agricultural development, emphasizing measures 
to increase the efficiency of an existing labor-intensive agriculture and 
with chief reliance on technological innovations rather than large capi- 
tal investments, is obviously not applicable under all conditions. It is 
therefore convenient, even at the risk of considerable over-simplifica- 
tion, to emphasize the changing position by defining three specific 
phases of agricultural development: Phase I: Development of agricul- 
tural preconditions. Phase II: Expansion of agricultural production 
based on labor-intensive, capital-saving techniques, relying heavily on 
technological innovations. Phase III: Expansion of agricultural pro- 
duction based on capital-intensive, labor-saving techniques. 

The labor-intensive, capital-saving approach to agricultural devel- 
opment, appropriate to Phase II, requires an environment in which the 
possibility of change is recognized and accepted, and in which individ- 
ual farmers see the possibility of personal gain from technological im- 
provement. Phase I is defined as the period in which these precondi- 
tions are met. 

Improvements in land tenure are likely to be the most essential re- 
quirement in Phase I since an unfavorable tenure situation may stifle 
the incentive for change even though the potential exists for large in- 
creases in output.** Rural attitudes toward change are also influenced 
by the attractiveness and availability of consumer goods, awareness of 
the possibility of technical improvements, availability of market out- 

“It is impossible to do more than call attention to this complex and important sub- 
ject of land reform in this general treatment of agricultural development and its relation 


to over-all economic growth. Philip Raup has presented a persuasive statement of the eco- 
nomic importance of land tenure reform [41]. See also Doreen Warriner [51]. 
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lets, and many other factors. If traditional group restraints and indi- 
vidual attitudes hostile to change seriously impede agricultural prog- 
ress, considerable importance attaches to community development pro- 
grams emphasizing adult literacy, self-help programs directed at the 
satisfaction of “felt needs,” and similar activities that promote greater 
receptivity to change. There are probably relatively few underdevel- 
oped areas where agricultural policies should be based on the assump- 
tion that the preconditions phase prevails." But certainly there are 
situations in which deficiencies in the institutional environment or atti- 
tudes unfavorable to change are critical limiting factors; and in any 
event, continuing improvement in institutions and incentives can be 
expected to facilitate agricultural progress. 

At the other end of the spectrum, the capital-intensive, labor-saving 
technology of Phase III typically represents a fairly late stage of de- 
velopment, especially for countries with a high population density. 
Japan, for example, is apparently just entering this stage. In this phase, 
the opportunity costs of most inputs, including labor, are high by past 
standards and rising. Not only is the use of labor-saving farm machin- 
ery increasing but the use of many other urban-produced inputs is ex- 
panding as well. Hence the need for credit facilities becomes acute. 
Phase III is generally distinguished by the fact that a substantial 
amount of structural transformation has occurred so that agriculture 
no longer bulks so large in the economy. 

Agricultural development policies in Phase II. The emphasis in 
Phase II on increasing the efficiency of an existing agriculture by heavy 
reliance on technical innovations associated with labor-intensive, cap- 
ital-saving techniques, is related to certain distinguishing features of 
this stage of development: (1) agriculture represents a large propor- 
tion of the economy; (2) the demand for agricultural products is in- 
creasing substantially, but the “required” increase in output of food 
for domestic consumption is fixed within fairly narrow limits deter- 
mined by the rate of increase of population and of per capita incomes; 
(3) capital for the expanding industrial sector is particularly scarce; 
and (4) the distinction between resources of high opportunity cost and 
those which are abundant in agriculture and characterized by low op- 
portunity cost is of considerable importance. 


*With respect to the limitations on development that have been attributed to the 
allegedly irrational behavior of peasant agricultural producers, there seems to be a grow- 
ing consensus that this view, espoused particularly by J. H. Boeke, is not borne out by 
the available evidence. Joosten, whose analysis of rubber exports in Indonesia refutes Boeke’s 
notion of a perverse supply schedule, concludes that: “. .. a scrutiny of the facts shows that 
the peasant farms his land as rationally as possible under the social and economic condi- 
tions affecting him and within the limit of his opportunities as regard labour, land, markets, 
capital, knowledge and managerial skill” [25, p. 99]. Most of those who have given care- 


ful study to the problems of peasant agriculture would indorse that view (see for example 
[24]). 


\ 
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The design of an appropriate strategy for increasing agricultural 
productivity requires a high degree of judgment and intimate knowl- 
edge of the physical resources and agricultural characteristics of a par- 
ticular region. Precise determination of an optimal production system, 
including optimal factor-factor and factor-product relations and opera- 
tion of the various developmental services at optimal levels, is impossi- 
ble. There is an inevitable and substantial margin of uncertainty in an- 
ticipating the returns likely to accrue from research programs and in 
forecasting the effectiveness with which knowledge of improved tech- 
niques will be disseminated and applied by individual farm operators. 
Moreover, the importance of innovations developed by individual farm- 
ers, an important feature of a progressive agriculture, is even more 
difficult to anticipate. 

The essence of the problem is to identify those factors that are cur- 
rently limiting increased production and to define a combination of 
inputs that will yield large returns in increased farm output and pro- 
ductivity. Although general presumptions may be of some value as a 
guide to research and analysis, there is no substitute for farm-level 
studies carried out in areas representative of the different types of 
farming situations that exist within a country or region. Such studies 
are needed to determine the nature of present input combinations and 
returns and ways in which efficient decisions and practices at the farm 
level are hindered by lack of essential inputs. 

A number of attempts have been made to inventory the “noncon- 
ventional inputs” important for increasing agricultural productivity.’ 
Four categories of complementary inputs or developmental services 
may be listed: (1) research to develop improved production possibili- 
ties; (2) extension-education programs; (3) facilities for supplying 
inputs of new and improved forms, particularly improved seed and fer- 
tilizers; (4) institutional facilities for servicing agricultural produc- 
tion, such as credit and marketing agencies, and rural governmental 
bodies for fostering collective action such as building feeder roads. 
These complementary inputs have a number of characteristics impor- 
tant to the agricultural development process: 

First, they come from outside traditional agriculture. The individual 
farm operator makes the decision, for example, whether to use fertilizer 
or improved seed if those inputs are available. But whether the fer- 
tilizer or seed is available in a time, place, and form conducive to in- 
creased production is in large part determined by influences beyond 
the control of the individual farmer. 

Secondly, all of these nonconventional inputs or developmental serv- 
ices include a large institutional component. Since agricultural research 
and extension-education programs offer tremendous external economies 


* See for example [13] [34]. 
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these functions are normally performed by governmental agencies. Un- 
der the conditions existing in low-income countries, it is also frequently 
desirable for government to encourage the creation of, or even to pro- 
vide, the institutional facilities required to supply certain production 
inputs and credit and to process and market agricultural products. 

Third, and most important, is the existence of important complemen- 
tarities among the various conventional and nonconventional inputs. 
It is largely because of these complementarities that research and ex- 
tension programs and making available fertilizers and other critical 
inputs can yield large returns in increasing productivity of the re- 
sources already committed to agriculture. Careful proportioning of the 
added inputs is also important. The interrelationship between the de- 
velopment of improved seed and increased use of fertilizer has already 
been stressed in reviewing the experience of Japan and Taiwan. 

In addition to recognizing the desirability of economizing on resources 
of high opportunity cost, special attention needs to be given to concen- 
trating resources on programs of the highest priority. Establishing a 
large number of objectives involves a twofold danger. An attack on 
items that are not currently of strategic importance obviously increases 
expenditure and lowers returns on investment. Perhaps even more 
serious, undue dispersion of effort reduces the effectiveness of critical 
programs because the shortage of competent administrative personnel 
imposes a severe limitation on the effectiveness of agricultural develop- 
ment programs. 

This last consideration weighs heavily against price support and 
credit programs which require a considerable amount of high-level 
administrative talent.’ The need to concentrate limited resources on 
priority programs also makes it desirable to identify those geographical 
regions within a country that have high potential for large increases in 
production. Ability to supply the food requirements of expanding ur- 
ban centers or a capacity for low-cost production of export crops with 
good market prospects are likely to be particularly pertinent consider- 
ations.”* 


"It is sometimes argued (e.g. [13, pp. 25-28]) that it is necessary to shift risk and 
uncertainty from the innovating farmer to other persons. But the members of the farm 
population in an underdeveloped country are not at a common level of poverty, and there 
is usually a group controlling a substantial proportion of the land, with asset and income 
positions well above the average, which is capable of bearing the risk and uncertainty of 
innovation and investment. Improved credit institutions become a high priority need as 
the use of capital equipment becomes more important. 


"The Swynnerton Plan for accelerated development of African agriculture in Kenya 
is an important example of a plan and program that have given special attention to 
“lands of high potential” [7, pp. 9-15]. B. van de Walle’s sketch of a plan for agricultural 
development of the Congo advocates concentration of resources on areas of high potential 
for export crop production or which possess locational advantages in supplying urban 
centers; the limited investments in other areas would be justified by social rather than 
economic considerations [47, p. 48]. 
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For many countries the most critical components of an agricultural 
development program in Phase II are (1) research, (2) programs to 
make knowledge of improved technology available to farmers, (3) ar- 
rangements for supplying certain strategic new types of inputs, and 
(4) enlarged educational opportunities. Introduction of new crops may 
offer a potential for large increases in the value of agricultural output 
and frequently enlarged foreign-exchange proceeds as well. But this is 
dependent, in part at least, upon research to establish the suitability 
of possible crops to local conditions, to provide planting material, and 
to determine appropriate cultural practices. 

1. Agricultural research. The advances in scientific understanding, 
particularly during the past century, represent a possible windfall gain 
for a country launching a program of agricultural development today. 
It is largely because of the accumulated knowledge in such fields as 
soil science, plant nutrition, and genetics that there are the potential 
increments of productivity which provide the opportunity for taking up 
slack in a developing economy. Although an underdeveloped country 
can draw on the fundamental research and understanding that have 
been accumulated, the identification of promising avenues of progress 
and the testing and adapting of improved seed and cultural practices 
to local conditions are indispensable for realizing the gains that are 
attainable. 

Mounting an effective agricultural research program is a long-term 
project that depends heavily on continuity of personnel. Shortage of 
qualified agricultural scientists is a critical problem which can be over- 
come only in part by employment of research workers from abroad.*" 
So basic is an effective program of research to the other elements of an 
agricultural development program that it represents one of the few 
instances in which plans and budget allocations should err on the side 
of boldness, provided that this openhandedness applies only within the 
limits of carefully determined research priorities. 

2. Extension-education programs. The effectiveness of agricultural 
research is dependent upon an extension-education program which 
carries research findings to farmers and carries knowledge of farmers’ 
problems back to the research staff, The extension techniques that have 
been effective in the United States are not necessarily appropriate in 
other countries. Japan achieved notable results without an extension 
service per se; extension-type activities were performed by local exper- 
iment stations, village agricultural associations, and in other ways. In 
Jamaica and Denmark a network of agricultural societies has provided 

™ The cooperative program of the Rockefeller Foundation and the Ministry of Agricul- 


ture in Mexico owes much of its success to the continuity of service of the key scientists 
and the emphasis given to the training of young Mexican agricultural scientists [15]. 
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an effective mechanism, Where farmer resistance to change is strong 
there may be a need for programs of supervised credit or subsidization 
of new inputs; and under some circumstances a government tractor- 
hire service might be justified in part as a technique for securing ac- 
ceptance of improved practices or more productive farming systems. 
But the final success of a program to develop agriculture depends on 
training tradition-bound farmers to make economically sound decisions 
regarding new alternatives.”* 

A commonly recommended alternative to the slow process of train- 
ing the mass of farmers to make their own decisions is to institute some 
form of large-scale farming using specialized management, such as col- 
lective farms and various types of cooperative farming. But economies 
of scale in agriculture do not continue for nearly as far out the scale 
line as in the case of other forms of production. The high degree of 
variability in agriculture poses problems of management and decision- 
making which cannot be centralized without considerable duplication 
of effort. Brewster has stressed particularly the large number of “on- 
the-spot supervisory decisions” that must be made in agriculture [3]. 
There is a basic difference between agriculture and industry in this 
respect because the biological nature of the agricultural production 
process means that the operations to be performed are separated in 
time and space. This increases the importance of these on-the-spot 
supervisory decisions and reduces some of the advantages of mechani- 
zation.”” A further significant economic advantage of decentralized 
management and decision-making arises from the more direct individ- 
ual interest in the outcome of the farm enterprise with consequent 
favorable effects on incentives, initiative, and upon what Raup has 
termed the “accretionary process of capital formation” that are of such 
importance in agriculture.” 


“For discussion of the problems and feasibility of a program of management assistance 
to farmers in low-income countries, see [20]. 

* An interesting study by G. K. Boon of conditions under which mechanization is eco- 
nomical in the construction of field trenches emphasizes that “labour-intensive methods 
in construction are characterized by the absence of some of the disadvantages which they 
usually imply in industrial processes”; for example, “substituting labour for machinery for 
construction processes does not involve larger factory buildings and other extra capital 
outlays” [2, pp. 11-12]. This sort of contrast is, of course, even more evident in the 
differences between agricultural and industrial processes. 


* Raup stresses the influence of a suitable tenure situation and of the time-consuming 
character of production processes upon capital accumulation in agriculture. Both elements 
are important, for example, in the growth of livestock numbers and quality as a result of 
slow improvements in feeding levels and better management and disease protection [41, 
p. 14]. Likewise, he emphasizes the importance of “periodic unemployment” in agriculture 
when the opportunity cost of labor is measured only in the reservation price of leisure 
time. “An incentive system that will maximize the investment of this labor in the firm 
is one of the basic requirements for agricultural growth. In terms of capital creation that 
structure is best which creates the maximum likelihood that the farm family will elect to 
‘exploit’ its own labor” [41, p. 22]. 
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Judging from the experience of collective farms and production co- 
operatives these considerations are of considerable importance; but 
they do not rule out the possibility of exceptions. It has been noted, for 
example, that plantations may facilitate the introduction of new export 
crops for which the capital and technical requirements are demanding, 
particularly if integration of production and processing is important 
for the control of quality [21, p. 342]. These advantages of large-scale 
production depend upon a high level of managerial skill; and they are 
likely to be temporary.”' Similarly, some form of tractor-hire service or 
contract plowing provided either by the agricultural department, a co- 
operative, or private entrepreneurs, may be an economical arrangement, 
particularly if technical considerations such as deep or timely plowing 
are important.” 

3. Supply of strategic new types of inputs. Certain of the comple- 
mentary inputs of critical importance to increasing agricultural produc- 
tion in Phase IT are items such as chemical fertilizers that are new and 
must be supplied from outside the traditional village economy. Ferti- 
lizers and pesticides depend upon the establishment of new productive 
capacity or upon foreign exchange for imports; thus they compete di- 
rectly for scarce resources of high opportunity cost. The returns on 
investment in those inputs, however, can be extremely high provided 
that the full range of complementary inputs is available-—notably im- 
proved seed, knowledge of fertilizer response under various soil and 
cropping situations, and an extension organization capable of dissemi- 
nating information to farmers. 

The new inputs also require new institutional facilities to make them 
available at the farm level. In some countries fertilizer manufactuers 
have done this job effectively, but frequently in the earlier stages of 
development it is necessary for the government agricultural service or 
cooperatives to perform this function. To make available supplies of 
improved seed requires intricate institutional arrangements for seed 
multiplication and distribution so as to insure a pure supply; and here 
again governmental initiative is likely to be essential. 

Improvement of transportation facilities may also be crucial to 
farmer utilization of purchased inputs. Improved transportation also 


"In past years it was claimed that African smallholders could not produce high quality 
Arabica coffee in Kenya; but in the last ten years there has been a spectacular expansion 
of production by African producers, Problems of quality control have been difficult but 
by no means insoluble. This development has, of course, been supported by government 
research and extension programs and loans to facilitate the establishment of cooperative 
pulping stations. 

™ The highly successful Gezira Scheme in the Sudan exemplifies an interesting combina- 
tion of labor-intensive and capital-intensive techniques [11, pp. 230-34]. 
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increases production incentives through higher farm prices and speeds 
the spread of innovation through improved communication. 

4. Education and agricultural development. Virtually all aspects of 
agricultural development hinge on developing a broad range of educa- 
tional institutions. The critical problems concern the use of the small 
nucleus of trained personnel to staff training programs and the financial 
burden arising from enlarged expenditures for education, 

Despite difficulties of finance and lack of trained teachers, many 
underdeveloped countries today are committed to large-scale expansion 
of educational facilities. This increased supply of trained people can 
be turned to good account in agriculture since trained manpower is 
needed to remove the bottleneck to efficient utilization of the labor and 
land resources that are already abundant in this sector. This is in 
marked contrast to the situation in industry where the large require- 
ments for capital equipment to be combined with labor constitute a 
bottleneck to rapidly expanding the utilization of trained labor. 

Efforts aimed at developing local government institutions, increasing 
literacy, and instituting rural social changes by community develop- 
ment or other techniques can be commenced by personnel with slight 
initial training supplemented by continuing in-service training. Even 
in the case of agricultural extension, programs at the early stages can 
emphasize relatively simple production innovations such as fertilizer- 
seed combinations, introduction of improved tools, and efforts to raise 
the general standard of husbandry nearer to that of the better farmers. 
The spread of education among the farm population broadens horizons, 
provides necessary skills for keeping records and accounts, and 
strengthens the capacity of farmers to make rational decisions. 

Agricultural development in Phase II is potentially a dynamic proc- 
ess characterized by continuing increase in agricultural productivity.” 
This is so in part because of differential rates of adoption of new tech- 
nology, but it is also a consequence of the continuing stream of inno- 
vations generated by an effective research program. This continuing 
growth of farm productivity depends on a large number of changes 
which individually give relatively small response but collectively add 
up to a large response. It requires continued improvement in incen- 
tives and in the institutions serving agriculture, including further re- 


” Higgins argues incorrectly that “with the labor-intensive techniques of small-scale 
peasant agriculture the opportunities for technological improvement are extremely 
limited” [16, p. 422]. His assertion seems to be based on the erroneous view that agri- 
cultural development at this stage is a one-shot proposition—-shifting from “bad” seed 
and practices to “good” seed and practices—and that a dynamic process of agricultural 
development is impossible until “the discontinuous jump to more extensive and more 
mechanized agriculture” can be made [16, p. 422]. 
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finement in the operation of the research and extension organizations, 
and the establishment or strengthening of institutions of higher educa- 
tion to provide the needed professional and administrative personnel. 


IV. Conclusions 


In this examination of agriculture’s role in the process of economic 
development, an attempt has been made to emphasize features that 
have a high degree of generality. But diversity among nations and the 
variety that is so characteristic of agriculture inevitably limits the 
validity of a condensed, general treatment, The density of the rural 
population and the stage of economic development that has been 
reached stand out as having a particularly significant bearing on the 
importance of some of the factors examined in this paper. 

Despite these qualifications, it is believed that the general thesis ad- 
vanced has wide relevance: rural welfare as well as over-all economic 
growth demand a transformation of a country’s economic structure, in- 
volving relative decline of the agricultural sector, and a net flow of 
capital and other resources from agriculture to the industrial sector of 
the economy. Agriculture’s contribution to the requirements for devel- 
opment capital is especially significant in the earlier stages of the proc- 
ess of growth; it will not be so crucial in countries which have the 
possibility of securing a sizeable fraction of their capital requirements 
by export of mineral products or in the form of foreign loans or grants. 

Policies that take account of this process of secular transformation 
and its implications are in the long-run interest of the farm population 
as well as the country as a whole, Reduction of the farm labor force 
is a necessary condition for establishing factor proportions that yield 
returns to labor in agriculture that are more or less in accord with re- 
turns to labor in other sectors. More concretely, insufficient movement 
out of agriculture will perpetuate, or lead to, excessively small farms 
and serious underemployment of labor as the proximate causes of sub- 
standard farm incomes. 

Although this paper has stressed the importance of agriculture’s role 
in development, we part company with those who draw the inference 
that agricultural development should precede or take priority over in- 
dustrial expansion. Sayigh, who can be taken as representative of that 
view, asserts that “deep progress cannot be achieved on both these 
fronts simultaneously” [44, p. 448]. It is our contention that “bal- 
anced growth” is needed in the sense of simultaneous efforts to promote 
agricultural and industrial development. We recognize that there are 
severe limitations on the capacity of an underdeveloped country to do 
everything at once. But it is precisely this consideration which under- 
scores the importance of developing agriculture in such a way as to 
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both minimize its demands upon resources most needed for industrial 
development and maximize its net contribution to the capital required 
for general economic growth. 
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WELFARE CRITERIA FOR EXTERNAL EFFECTS 


By E. J. MisHan 


In a world of rapidly increasing population and of material growth, 
the problems economists associate with external diseconomies—the in- 
evitable treading on each other’s toes—are pushed to the forefront of 
public controversy. Sooner or later one form or another of external dis- 
economy becomes recognized as a major social problem and the hands 
of central or local authorities are forced by the clamor of the public 
that something be done. Unless economists are prepared to give advice 
in such cases, initiative will pass into the hands of the “planners,” the 
engineers and the administrators, with results that may well be as irre- 
versible as they are, sometimes, deplorable.’ 

In order to place our analysis in a proper setting, we may regard the 
main lines of recent developments as tracing two approaches to welfare 
problems: First, the general allocation approach, in accordance with 
which we find ourselves dabbling in optimum conditions and marginal 
cost rules, is directed at, in some sense, a best position for the commu- 
nity. Alternatively, we can employ a comparative and piecemeal analy- 
sis which confines itself to the more modest task of ascertaining a 
better position for society. These two approaches are plainly compie- 
mentary, for in moving from one better position to another we are in 
effect moving closer to a best position. 

Now the former, the general allocation approach, does not skirt the 
problem raised by “external effects’”—a term we shall use as a short- 
hand for external economies and diseconomies with particular reference 
to their direct effects on individuals as distinct from their effects on 
firms. In employing allocation rules to identify an optimum position 
there is already a fairly long tradition of distinguishing between pri- 
vate and social benefit (or between private and social cost). In con- 
trast, the contributors to recent developments of the piecemeal ap- 
proach have apparently been so absorbed in the intricacies arising from 
different notions of hypothetical compensation that this desideratum 


‘For instance, the stock approach to the traffic problem of administrators and engineers 
(in this connection see the recent Herbert Report on Greater London [9, paras. 398-99] 
is to estimate by simple extrapolation, the number of vehicles expected in the economy 
over the next ten or twenty years and to propose a “modern road system” to accommodate 
them. A city where the advice of such planners has apparently prevailed is Los Angeles 
where, for all the efforts made, the solution to the traffic problem is not yet in sight. 
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has been overlooked.’ This would matter less if the general allocation 
analysis held out more hope in the solution of welfare problems. But 
this is hard to believe. Unless the allocation rule adopted is met in 
nearly every sector of the economy it is, ostensibly, of little use to em- 
ploy the adopted rule in those sectors where it can be met.’ Moreover, 


"In order to compress economic data to dimensions manageable by these welfare criteria, 
or rather to the two compensation tests which are their main feature, recourse has been 
had to criteria involving index numbers. But the buds of hope inspired inter alia by 
Hicks’ paper of 1940 [1] soon withered on the stem. For it transpired that the index 
number test gave rise to an apparent inconsistency in much the same way as the ordinary 
compensation tests. Thus, although for each individual taken alone an “inconsistent” re- 
sult of applying the index number criterion reveals—if we rule out inconsistent behavior 

changes in taste, for the community taken as a whole the same “inconsistency” may be 
indicative either of a change in tastes or, with tastes for each individual unaltered, a 
change in the distribution of welfare among them. 

Such a discovery does not of itself amount to a strong case against the use of the index 
number criterion as an index of welfare. Since welfare distributions are inseverable from 
the problem, any apparent paradox arising from the index number criterion might be re- 
solved in the same way as that arising from the compensation tests—through a judgment 
about the distribution of welfare. A stronger argument against the use of the index num- 
ber criterion is that it permits us to make comparisons only as between actual and histori- 
cal situations, and not—as we should like in welfare analysis—between actual and pros- 
pective situations. The most, then, that can be expected from such an index number cri- 
terion is a comparison of the community’s welfare over a recent period, say two to ten 
years. But for such purposes we realiy have no need for this criterion. We already know 
that, taking one year with another, output per capita is on the increase which—in the 
most favorable of conditions—is all that can be gathered from the index number criterion. 
Indeed, if we are persuaded also that economic equality is growing—a desirable trend, let 
us suppose—then we can agree that, in consequence of economic growth, Little’s welfare 
criteria may be met without having recourse to any index number criterion. However, 
once we remind ourselves that all external economies and diseconomies are excluded by 
the usual indices of per capita output, by the index number criterion, and by Little’s wel- 
fare criteria, nothing may be concluded from them about the welfare effects of economic 
growth. 

The need then to develop criteria to take account of external effects is obvious enough, 
the first step being to provide some conceptual framework. Although, except for a passing 
reference, the question of actual measurement is not discussed, we are bound to exclude the 
possibility of making any use of index number criteria in this connection even for histori- 
cal comparisons since it is the nature of such criteria to make use of market prices and 
quantities, the very things we must look beyond in attending to external effects 


*I do not subscribe to the extreme view sometimes attributed to second-best theory 
(see in particular Lipsey and Lancaster [3]), that unless the outputs of each and every 
sector can be varied to meet the adopted rule, say price equals marginal cost, it is use- 
less to apply the same rule to the remaining sectors and that, therefore nothing in gen- 
eral may be said. 

If one or two sectors are impervious to the rule but the remaining sectors comply with 
it, we do have some useful information; namely, that the outputs of the unaccomodating 
sectors are too small (or too large) by so much. We then have a good idea of how close 
to a complete optimum position we are. Such knowledge is surely worth having and, 
indeed, such a position—though inferior to an ideal but quite undiscoverable second-best 
position—well worth attaining. 

Again, if the rule adopted is met by all concerns within a specialized sector, say trans- 
port, then although the share of the nation’s resources used in the transport sector may 
be somewhat too large or too small (compared with what it would be if a single allocation 
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the fact that indivisibilities loom large in external effects adds to one’s 
doubts about the value of the conventional general approach expressed 
as it is in terms of marginal equalities. 

Compared with this state of affairs, the piecemeal analysis does hold 
out fair prospects. To arbitrate as between an existing economic situ- 
ation and an alternative economic situation, one in which some small 
change is contemplated, is not outside the bounds of possibility. In- 
deed, since so many welfare problems involve no more than a change 
in the amount of the good producing the external effect, they may be 
relatively simple to handle. All that remains is to fashion suitable wel- 
fare criteria for such cases. 


I. Appraisal of Little’s Welfare Criteria 


A brief recapitulation of the welfare criteria proposed by I. M. D. 
Little [4], though it will also provide the opportunity to tidy up some 
loose ends, has as its main object to reveal at all points the symmetry 
of Little’s criteria, and their contrast, with those to be developed in 
this paper. 

Along the X and Y axes of each diagram of Figure I are measured 
the amounts of the goods X and Y consumed by the community. Q: 
represents the existing batch of goods, and /; is a community indiffer- 
ence curve whose slope, as it passes through Q:, shows the rate of sub- 
stitution between the two goods X and Y common to each individual 
in the community when the goods are distributed among the individ- 
uals in a particular way. (Thus, if there were only two individuals, the 
line OQ, in Figure 1(b) would trace the contract curve between them. 
Point c, on the contract curve would reveal the division of the batch Q: 
between them, and the slope of their mutually tangent indifference 
curves at c: their common rate of substitution—equal, by construction, 
to the slope of /; at Q:). 

Q» is an alternative batch of goods available to the community, dis- 
tributed differently from the first batch and consequently having its 
own community indifference curve /.. (Again, if there are but two in- 
dividuals, the line OQ» in Figure 1(b) would trace their contract curve, 
point c. would mark the division between them of the Q2 batch, and the 
slope of mutual tangency at c2 would equal the slope of /. as it passes 
through 

Before examining four main cases with the aid of the four diagrams, 


rule throughout the entire within the sector the utilized 
resources are properly allocated—ignoring, of course, external effects. 

If the factors used in transport are specific to that sector though at the same time 
easily transferable within that sector, we should in any case be constrained in the short 
run to apply our rule to all transport concerns which make up that sector in disregard 
of the situation in the rest of the economy. 
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Ficure 1 


let us quickly run through the meaning of the familiar tests of hypo- 
thetical compensation we shall make use of: 

The Kaldor-Hicks test is met if, in a movement from Q; to Q,, 
everyone could be made better off in Q2 than he was in Q,. 

The nonfulfillment of the Kaldor-Hicks test is not merely the ne- 
gation of the Kaldor-Hicks test but consists of the stronger state- 
ment that, in a movement from Q; to Q:, everyone could be made 
worse off in Q. than he was in Q,. 

The reversal test, as the term suggests, moves in the reverse direc- 
tion of the Kaldor-Hicks test. It is met if, in a movement from Q: to 
Q:, everyone could be made better off in Q, than he was in Q». 

The nonfulfillment of the reversal test more than negates the re- 
versal test, for it is met only if, in a movement from Q: to Q:, every- 
one could be made worse off in Q,; than he was in Qo. 
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Finally, as a necessary step in rationalizing Little’s welfare criteria, 
let us agree that either of the following alternations in economic organ- 
ization constitutes a social improvement: (1) one such that everyone 
is made better off (where “everyone better off” will be used through- 
out this paper as an abbreviation for “no one worse off and at least one 
person better off,” and “everyone worse off” will be interpreted in an 
analogous manner, or (2) one that is judged to result in a more equit- 
able distribution of the existing batch of goods. 

If we were to suppose that there were no institutional limitations to 
direct transfers of income or wealth we could, of course, actually make 
everyone better off whenever any test of hypothetical compensation 
was met. Such a supposition, however, is obviously unrealistic: outside 
the existing system of taxes, further transfers of income or wealth are 
not feasible. We therefore put aside the possibility of direct and con- 
comitant compensations and consider the following four dual welfare 
criteria in terms of the above two social improvements. 

Case 1(a) is the fulfillment of the Kaldor-Hicks test and also the 
nonfulfillment of the reversal test (together amounting to a fulfillment 
of the original Scitovsky criterion [8, pp. 86-87]), plus the judgment 
that—in a sense made explicit below—the distribution of welfare is 
more equitable in the new position, Q..* In this relatively straightfor- 
ward case, illustrated in Figure 1(a), a movement from Q,, the old 
position, to Qe has the effect of realizing both social improvements. It 
is easily appreciated if we regard the actual movement from Q: to Q: 
as made up of two hypothetical movements: first, a movement from /; 
(at the point Q,) to J.’ (at the point Q.), 7.” being a community indif- 
ference curve comparable with that of J; (which is to say that along 
community indifference curve /,’ either everyone is better off—as here 
—or everyone is worse off than he is along /,). Everyone being better 
off on J,’ than he is on /:, social improvement (1) has been effected. 
Second, a redistribution of the Q2 batch from that associated with /.’ 
to that associated with J2, the community indifference curve actually 
attaching to the Q2 batch. Since the only warrantable interpretation of 
the distribution proviso in this case, 1(a), is that the actual distribu- 
tion of the Q. batch (as indicated by /2) is judged to be more equitable 
than that distribution of it associated with /.’, which is comparable 
with /,, this second movement has the effect of realizing social improv- 
ment (2). 

Case 1(b) is the fulfillment of the Kaldor-Hicks test, though also the 

* Little's comparisons of welfare distributions in different situations have been criticized 
as implying both interpersonal comparison of utility and measurable utility. Though 
formally valid as a criticism of the way in which Little expressed his propositions, it is 


far from being fatal. The way round it has been indicated in my survey paper [7, pp. 226- 
27] and is investigated closely in the present paper. 
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fulfillment of the reversal test, plus the judgment that the distribution 
in the new position is more equitable than in the old. This case is illus- 
trated in Figure 1(b) and reveals the apparent paradox initially un- 
covered by Scitovsky [8]. Nevertheless, because of the distribution 
clause, the reversal test becomes irrelevant and the movement from Q, 
to Q2 in this case also issues in the two social improvements. For by 
proceeding in two stages as before, a first movement from /, to J.’ 
makes everyone better off, while a second movement from /,’ to /. pro- 
vides a more equitable distribution of the Q2 batch of goods. 

Case 1(c) is the nonfulfillment of the reversal test, though also the 
nonfulfillment of the Kaldor-Hicks test, plus the judgment that the 
distribution of welfare is more equitable in the new position. This case 
also happens to realize social improvements (1) and (2) by a reason- 
ing analogous to the case above. The first step, however, is a more 
equitable distribution of batch Q: which is represented in Figure 1(c) 
by a movement from /, to /:”, thereby effecting social improvement 
(2).° This is followed by a movement from /,” (passing through Q:) 
to a comparable community indifference curve 7» (passing through Q.) 
thereby making everyone better off and effecting social improvement 
(1) also. 

Case 1(d), the nonfulfillment of the Kaldor-Hicks test and also the 
fulfillment of the reversal test, plus a better distribution of income, is 
inconclusive. If we take /,”, comparable with /:, to indicate a more 
equitable distribution of the Q; batch, thus effecting social improve- 
ment (2), a further movement from /,” to 7, makes everyone worse off, 
effecting thereby a social loss—the converse of (1).° The social gain 
and the social loss being incommensurable, there is no warrant for rec- 
ommending a movement to the new position. 

On the purely conceptual plane, these dual welfare criteria are sat- 
isfactory enough. They are internally consistent and free from ambi- 
guity. In fact we need remember only 1(b) and 1(c), either of which 
alone implies the fulfillment of (1) and (2). Case 1(a) may be re- 
garded as the simultaneous fulfillment of cases 1(b) and 1(c), and 
since either of these suffices by itself to recommend a movement to the 
new position, both taken together certainly suffice also. Case 1(d), on 


*The sense in which the welfare distribution of Q2 is more equitable than that of Q, 
is not the same as that in the previous case 1(b). There, we moved to Q; in order, first, 
to make everyone better off, after which we redistributed Q. more equitably. In the pres- 
ent case 1(c), Q; is first redistributed in a more equitable manner, following which we 
make everyone better off by moving to Q:. The rationale for this procedure is indicated in 
footnote 7. 

*The result is essentially the same if an alternative interpretation of the distribution 
proviso required first a movement from J, to J,’, thereby making everyone worse off, 
followed by a movement from /,’ to J, which is judged to be a more equitable distributoin 
of the batch. 
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the other hand, does no more than portray the failure of that case to 
have the relevant properties either of case 1(b) or of case 1(c). 

It will clarify concepts still further if we draw attention to two 
sources of ambiguity in the different ways these two welfare criteria 
are sometimes expressed: 

1. Little’s version of these dual welfare criteria does not in fact re- 
quire that the distribution in the new position be better than the dis- 
tribution in the old position. It is enough if the distribution in the new 
position is mo worse than it was in the old. Of course, if we substitute 
this less stringent requirement into our dual welfare criteria, they can- 
not do more—in the event that the two distributions are equally ranked 
—than realize social improvement (1) only. To achieve this more 
modest result in the event of “distributional indifference’ as between 
the two positions requires particular care. 

To illustrate in the 1(b) case when the situation is such that the dis- 
tribution of Q» associated with /. is judged to be no better or worse 
than its distribution associated with /.’, since J.’ reveals everyone to 
be better off than he is on /; (passing through Q:), we can say that so- 
cial improvement (1) is effected in the movement from Q; to Qe. But 
this result depends on a situation in which the distributions associated 
with 7, and J)’ are equally preferred. If, instead, the equally preferred 
distributions referred to the batch Q; and were associated with /; and 
I,”—an equally plausible interpretation of Little’s distribution proviso 
—then a further movement from /,” to 7. makes everyone worse off, 
and a social loss is incurred in moving from Q: to Qo. 

Finally, if the situation is such that both J. and /,’ and also /; and 
I,” happen to be equally preferred distributions of Q2 and Q: respec- 
tively, we have it both ways: the movement from Q: to Q» can be 
shown to realize social improvement (1) and can also be shown to 
realize the converse of (1)—-social loss. In effect we are thrown back 
on the original paradox as revealed by Scitovsky, with no acceptable 
rule to sanction a movement to the new position.’ Analogous remarks 

‘After this brief exposition of Little’s “weak” distribution clause, it may be more 
readily appreciated why we rejected, in our original 1(b) case, an alternative—though 
equally legitimate—interpretation of the “strong” distribution proviso that the Q. batch 
be more equitably distributed than the Q; batch: why, that is, instead of requiring only 
(a) that the J, distribution of Q2 was more equitable than its /.’ distribution, we did 
not require only (b) that the /,” distribution of Q: was more equitable than its J, distri- 
bution. The answer is that had we required only (b)—and it was known that the /, 


distribution of Qs was less equitable, or no more equitable, than the J,’ distribution of 
it—we should have no warrant, or a weaker warrant, for recommending a movement 
from Q, to Qo. 

To illustrate, if we substitute the (b) interpretation but make no use of it, our first 
movement would be from /; to J,’ thereby making everyone better off, our second move- 
ment—necessarily from /,’ to ];—would involve either a less equitable distribution of the 
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apply to case 1(c) when equally preferred distributions are involved. 

2. A popular rendering of the Kaldor-Hicks compensation test is that 
it is met “if gainers can overcompensate losers,” the reversal test being 
met “if losers are able to bribe gainers to stay in the old position.” 
Since the ‘comparisons are concerned with different batches of goods, 
each batch having, in general, a different set of relative prices, the 
latter expression lends itself to ambiguity. 

It is usually understood that, when gainers are able to overcompen- 
sate losers, the set of relative prices which makes a comparison of the 
two batches possible is that associated with the actual distribution of 
the initial batch [as represented by the slope of /; passing through Q, 
in Figure 1(b)]. But when the apparent paradox is conveyed by the 
statement that it is possible, at one and the same time, for losers to 
overcompensate (or bribe) gainers to remain at the old position, it 
lends itself to two interpretations: that this is so (a) when a compari- 
son of the two batches is based on the set of relative prices associated 
with the initial position, as in the Kaldor-Hicks test, or (b) when a 
comparison of the two batches is based on the set of relative prices 
associated with the new position. The first interpretation cannot, how- 
ever, be admitted since, if it were, the reversal test would logically con- 
tradict the Kaldor-Hicks test. The sense of this is not hard to grasp: 
if, at the initial set of prices (as revealed by the slope of /; through Q, 
in Figure 1(b)) the increment in value in moving to the new position 
is estimated by the gainers to be G, and if at the same set of prices the 
decrement of value in moving to this new position is estimated by the 
losers to be L, then the Kaldor-Hicks test is met whenever G > |L!. It 
is obviously not possible that, simultaneously, |L! > G—which is the 
reversal test on the (a) interpretation. 

This argument can be put more precisely in diagrammatic terms. It 
is not possible to construct two community indifference curves passing 
through Q., each one comparable with /, (passing through Q:), yet one 
passing above Q) thereby fulfilling the Kaldor-Hicks test, and the other 


Q. batch or a distribution of it that was no more equitable. At best then only social im- 
provement (1) is effected. 

If, on the other hand, we did utilize (b), our first step would be a movement from /, 
to J,", a more equitable distribution of the Q,; batch, while our second movement—neces- 
sarily from I,” to J:—would make everyone worse off. The movement from Q; to Q2 could 
not therefore be recommended. 

A similar argument may be educed to justify the interpretation put on the proviso that 
QO: havea more equitable distribution than Q; in our original case 1(c); viz., that the J,” 
distribution of Q, be more equitable than its J, distribution. The alternative interpreta- 
tion, that the J, distribution of Q. be more equitable than its J.’ distribution would in this 
case have led to a weaker or negative recommendation. (For a more detailed and systematic 
examination of the implications of the distribuition proviso in batch comparisons, see my 
Part II of a forthcoming paper on Little’s Welfare Criterion in the Economic Journal.) 
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passing below Q: thereby fulfilling the reversal test on the (a) inter- 
pretation. 

For this reason, if for no other, it is advisable to eschew references 
to compensation and bribery tests, and to express the fulfillment of the 
Kaldor-Hicks test as requiring that, with a distribution comparable 
with that of the initial position, everyone in the new position can be 
made better off than he is in the initial position. The fulfillment of the 
reversal test is just as straightforward. It requires that, with a distri- 
bution comparable with that of the new position, everyone can be made 
better off in the old position. The simultaneous fulfillment of these two 
tests is, of course, quite possible, illustrated as it is in Figure 1(b). 

I have labored this point not only to dispel the ambiguity that sur- 
rounds this fond and familiar paradox, but also to enable us to perceive 
more clearly one of the differences between the usual batch compari- 
sons and those comparisons involving only external effects which we 
treat in the following section. The apparent paradox in batch compar- 
isons has been revealed to stem from the interconnection between dis- 
tribution and relative valuations.* The same sort of paradox which ap- 
pears to arise in the case of external effects is, however, due to quite a 
different phenomenon—indeed, it must be different, since in the treat- 
ment of external effects we are to assume that the prices of all the 
goods are the same both in the new and in the old situation, the two 
situations differing only in the amount of the good generating the ex- 
ternal effects. As we shall see, it stems from the two different ways of 
evaluating the external effect whether it be regarded as a gain or as a 
loss. 


Il. Resemblance and Contrast between Little’s Criteria and 
Those for External Effects 


Turning our attention to those cases in which the difference between 
two situations consists only of the amount of the good responsible for 
external effects, since this is a good the production or utilization of 
which on balance bestows benefits on some and inflicts losses on others 
—gains and losses which, in virtue of the definition of external effects, 
do not register on the price mechanism—the requisite concept to em- 
ploy would appear to be some refinement of consumer’s surplus or rent. 
Using this concept we shall extend the application of the usual com- 
pensation tests after which, by introducing into the comparison of 
situations I and II a judgment about distribution, we shall evolve dual 
welfare criteria analogous to those above that promote either or both 
of the social improvements (1) and (2). 

As has already been shown by Hicks [2], when a person gains from 


* This interconnection is explained in some detail in my 1952 paper [5, pp. 318-19]. 
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a reduction in price, or from the introduction of a new good, the benefit 
he receives from it may be measured in two useful ways: either as the 
maximum amount of money, om, he would be prepared to pay rather 
than forego the benefit or as the minimum amount of money, on, he 
would be willing to accept in order to abandon it. Similarly the loss of 
a person who suffers from a change in economic circumstances can be 
measured either as the maximum sum, om’, he would pay in order to 
avoid the loss or as the minimum sum, on’, he would accept in order to 
sustain it. As for the relationship of these two measures, from the defi- 
nition of welfare effects (more frequently referred to as income effects) 
we know that for each individual on exceeds om whenever the welfare 
effect with respect to the good in question is positive inasmuch as his 
level of welfare is higher if he agrees to accept on instead of the good 
rather than if he pays om to retain it. Conversely, a negative welfare 
effect with respect to the good (the good in question being inferior) 
entails that om exceeds on.* In an analogous manner on’ exceeds om’ 
when the welfare effect is positive, om’ exceeding on’ when it is negative. 

Let us first work with an all-or-nothing proposal, after which it will 
be a simple step to make the transition to proposals that allow of quan- 
titative variation. To fix our ideas, we might think of a piece of recre- 
ational ground within the precincts of a town on which commercial in- 
terests favor the building of a block of flats. Opposing this proposal, 
we should like to think, is some conscientious economist who puts for- 
ward the view that the piece of land in question is a source of recrea- 
tion and enjoyment to many hundreds of citizens. In such a case it 
would seem plausible to add together the sums of those who gain by 
the proposed project—these sums representing the economic rents'” of 

*Let OY; (in Figure 3) measure the individual's existing money income, the prices of 
all other goods being constant, and OX the amount of the good having the external effect 
which faces the individual as an all-or-nothing proposition. Since he is indifferent as he 
moves along the curve passing from Y; through r, the maximum income he will give up 
to retain OX is equal to gr = Yi¥o. At q the individual is on a higher indifference curve 
having the good OX in addition to his original income OY;. By construction he is indif- 
ferent as between g and F2, which is to say that he would give up OX if he were paid 
a minimum sum equal to qw = ¥iF2. 

On the usual definition, X is an inferior good if an increase of welfare, all prices re- 
maining the same, leads to a reduction in the amount of X purchased. A more general 
definition—one which has reference only to the properties of the indifference map—is as 
follows: for any given rate of substitution between X and Y, X is an inferior good (that 
is, it incurs a negative welfare effect) if the amount of X falls as we increase the quantity 
of Y. By constructing the indifference map in accordance with this definition of X as an 
inferior good, it can be shown that Y,¥: must be less than Yo¥;. In other words, (as 
in case 2(b)), the minimum the individual must be paid to forego the good having 
the external effect (om), is less than the maximum he will pay rather than go without 


it (om). (N.B. I have preferred to use “welfare effect” as the more general and precise 
term rather than “income effect” for reasons given in my paper [6].) 


” Definitions of economic rent symmetric with consumer’s surplus are developed in 
my paper [6]. 
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architects, builders, and others, along with the surpluses of the pro- 
spective tenants. Against this sum we juxtapose the sum of the sur- 
pluses enjoyed by the citizens from having the view and use of this 
open piece of land. 

We can represent the position by a simple diagram, Figure 2(a), on 
which the opposing sums are measured vertically. The sum of the max- 
ima that the gainers from the project are willing to pay for the privi- 
lege of buying the land is measured as OM. The sum of the minima 
they will acept in order to induce them to abandon the project is meas- 
ured as ON. Similarly with the losers from the project:"' the maximum 
they are together prepared to pay to defeat the project is O’M’, while 
the minimum they are together prepared to accept as a condition for 
dropping their opposition to the scheme is O’N’ (the plain and broken 
lines ending in arrow heads are drawn only to guide the eye). It will 
be noticed that for both parties the minimum-acceptable sum exceeds 
the maximum-payable sum, ‘an assumption of a positive welfare effect 
for each group with respect to the project.” 

Figure 2(a) imparts the following information: gainers'* from a 
movement to II, the proposed project, are willing to pay a sum which 
more than exceeds the minimum required to compensate losers in a 
movement to II. Moreover, because of the positive welfare effects in 
each group, it is not possible for the reverse to hold simultaneously. 
Employing terminology which is more familiar to us, in a movement 
from I to II gainers can more than compensate losers. It is evident also 
that no ambiguity arises in this case since losers from the movement to 
II cannot bribe gainers from that movement to give up the scheme. 
On the surface of things, this resembles the original Scitovsky criterion 
—the Kaldor-Hicks test met and the reversal test not met. 

Figure 2(b) reveals another possibility. In a movement to II, the 
maximum sum the gainers will pay exceeds the minimum sum accept- 
able to the losers, as in the previous case. But unlike the previous case 
we have the paradoxical situation that the maximum payable by the 
losers also exceeds the minimum acceptable to the gainers. This case 

"The reader will notice that the words “gainers” and “losers” are being used here in 
connection with external-effect comparisons notwithstanding some prior advice against the 
use of this terminology in batch comparisons. This is quite deliberate. Not only is the 
ambiguity referred to in batch comparisons absent in external-effect comparisons in which 


all prices are held unchanged, but the distinction between gainers and losers, as we shall 
see, actually facilitates the analysis in these comparisons. 


“To pay to avoid a “bad” is in no essential way different from paying to acquire a 
good. A positive welfare effect for an opponent of the scheme also implies, therefore, that 
he will pay more to avoid it as his welfare increases. 

* We should, to be more accurate, speak of potential gainers and potential losers since 
the compensation tests contemplated are hypothetical. However, it is less cumbersome to 
omit the adjective as we may safely do in this context. 
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Ficure 2 


superficially resembles that when the Kaldor-Hicks test is met but the 
reversal test is also met. Such a case may appear implausible when 
dealing with external effects since, for one side at least (both sides in 
the Figure), the maximum payable exceeds the minimum acceptable, 
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a feature indicative of a negative welfare effect in respect of the good 
carrying the external effect. Nevertheless, we include this case as a 
theoretical possibility and one that enables us to observe the apparent 
symmetry between these comparisons and the batch comparisons of 
Section I. 

Figure 2(c) reveals a case which appears the reverse of 2(b). The 
maximum that gainers are willing to pay falls below the minimum ac- 
ceptable to the losers and, at the same time, the maximum the losers 
are willing to pay falls below the minimum acceptable by the gainers 
from II to induce them to abandon the project. In more familiar par- 
lance, gainers from a movement to II cannot compensate losers but, 
then, neither can losers bribe gainers to abandon the II project. This 
situation resembles the case when the Kaldor-Hicks test is not met but 
neither is the reversal test."* 

Figure 2(d) illustrates the fourth possibility. The maximum gainers 
will pay falls short of the minimum acceptable to losers while the max- 
imum payable by losers exceeds the minimum acceptable to gainers 
to induce them to abandon II. In this case, diametrically opposite to 
2(a), losers can bribe gainers to stay in the I position while gainers can- 
not compensate losers to move to the II position. It looks, therefore, as 
if the reversal test is met and is not contradicted by the Kaldor-Hicks 
test. 

In noting the resemblance of these cases with the batch comparisons 
of the preceding section, the reader should remind himself that the 
familiar paradoxes no longer arise from the interdependence of welfare 
distributions and relative prices but from the proposition that each 
gainer and each loser from the external effect has, in general, two dif- 
ferent subjective estimates of its impact on his welfare."° 

Now if compensation could be arranged in all cases so that we need 
consider no more than social improvement (1) we should have a clear 
directive for cases 2(a) and 2(d). In 2(a) we should move to IT and 
make everyone better off by compelling the gainers to compensate the 
losers. In case 2(d), on the other hand, we are constrained to remain 

“ Here, as distinct from the appropriate batch comparison, if the reversal test is not 
met (that is, everyone in Q, is not better off than in Q2) it does not follow that everyone 
in Q: is better off than he is in Q;. Strong ordering does not apply in external-effect com- 
parisons. Thus, while the batch case 1(c) reveals apparently contradictory results, ex- 


ternal-effect case 2(c) reveals inconclusive results—Q, not better than Q, and Q, not 
better than 

“The differences of argument pertaining to the two sorts of comparisons—batch com- 
parisons and external-effect comparisons—are emphasized throughout this paper since the 
overt parallelism is so striking that without painstaking examination it might easily be 
supposed that such parallelism arises from basic attributes common to both sorts of 
comparisons. 


a 
| 
| 
| 
if 


MISHAN: WELFARE CRITERIA 607 


in the I position. For if we had moved to II, everybody could be made 
better off by returning to I and compelling the gainers from the return 
(the losers from the II position) to compensate the losers from the re- 
turn (the gainers in a movement from I to II). As for case 2(b), the 
“implausible” case, everyone can be made better off both by a move- 
ment from I to II and, if we moved to the II position,'® again from a 
movement from II to I. 

If, however, we suppose that compensation payments cannot be ar- 
ranged in these cases—the more realistic assumption—we are obliged 
to develop dual welfare criteria. For to put our faith in some single cri- 
terion based on hypothetical compensation—quite apart from the ob- 
vious ethical objections—leaves us with logical problems similar to 
those met with in the early contributions to the “new welfare econom- 
ics.” We could, of course, adopt a Scitovsky-type criterion—that gain- 
ers be able to compensate losers to move to II and at the same time 
that losers be unable to compensate gainers to remain at I—which, as 
already indicated, would provide guidance in cases 2(a) and 2(d) but 
would give no help in cases 2(b) and 2(c); 2(b) being contradictory 
because of negative welfare effects, 2(c) being inconclusive. A dual 
welfare criterion, on the other hand, one involving a compensation test 
plus a judgment about the distribution of welfare, enables us in all 
cases, as in batch comparisons, to reach conclusions in terms of social 
improvements (1) and (2). 

Two possible dual welfare criteria, analogous with those of 1(b) and 
1(c) in Section I, satisfaction of which would warrant a movement 
from I to II will now be considered: 

Welfare Criterion 1: In a movement to II, gainers can over- 
compensate losers (though it may also be true that losers can over- 
compensate gainers to remain at I) plus a more equal distribution 
of welfare in the II position. 

Welfare Criterion 2; Gainers cannot be compensated by losers 
to abandon II (though it may also be true that gainers cannot com- 
pensate losers to abandon I) plus a more equal distribution of wel- 
fare in the II position. 

Consider the distribution clause first. Since some people are made 
better off and others made worse off by the introduction of the project 
under consideration we have to judge the resulting redistribution of 
wealth in the light of some ideal structure—let us say equality. It may 
be thought impossible to do this satisfactorily in every case since there 


* Case 2(b) throws up a further difference between these external-effect comparisons 
and the batch comparisons. In the latter sort of comparisons no ambiguity, or rather no 
apparent contradiction, can arise if compensation is actually paid. 
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will often be rich and poor in each of the opposing groups. Nonethe- 
less, the average income of one of the two groups will almost certainly 
be higher than that of the other group, and—calling the former group 
the “rich” and the latter group the “poor’’—the distribution proviso of 
each of these criteria is met if it is the poor who benefit from the ex- 
ternal effects associated with the movement to II." 

For convenience we shall consider only those cases in which the poor 
gain from the movement to II, the rich being the losers. OM and ON 
consequently refer respectively to the maximum-payable and minimum- 
acceptable estimates of the poor group, while O’M’ and O’N’ measure 
respectively the maximum-payable and minimum-acceptable estimates 
of the rich group. This simplifying procedure does not, of course, place 
any limitation on the comprehensiveness of our welfare criteria in 
dealing with relevant possibilities, since we are unable to fulfill either 
of them unless the poor do in fact gain by the prospective change. 

Adopting this procedure then, Welfare Criterion 1 is met by cases 
2(a) and 2(b), while Welfare Criterion 2 is met by cases 2(a) and 
2(c). Put otherwise, case 2(a) is acceptable by either of these welfare 
criteria, case 2(d) by neither of them, case 2(b) by Welfare Criterion 
1 only and case 2(c) by Welfare Criterion 2 only. | Note that cases 
1(a), 1(b), 1(c), and 1(d) fall into the same sort of pattern]. 

In order to appreciate the sense in which the fulfillment of these 
welfare criteria can be justified with reference to social improvements 
(1) and (2), let us consider them in connection with cases 2(b) and 
2(c) each of which has no more than the characteristics necessary to 
meet the requirements of Welfare Criteria 1 and 2 respectively. 

If the situation be that depicted in case 2(b) we may split the move- 
ment to II into two imaginary stages. In the first stage we imagine a 
movement to II with the gainers (the poor) being constrained to com- 
pensate the losers (the rich), thereby making everyone better off and 
realizing the (1) social improvement. In the second stage we “decom- 
pensate” the rich, compelling them to yeturn to the poor the full 
amounts of the compensatory payments they received in the first stage. 
This meets the requirements of social improvement (2) since it pro- 
motes a more equal distribution of welfare. Inasmuch as it issues in 
both social improvements the movement to II is warranted in all those 


"It may occasionally happen that among the gainers are persons whose incomes are 
markedly higher than the incomes of any of the losers, and that among the losers are some 
very poor persons indeed. Though in these cases, in the event of a movement to II, we 
should very much like to compensate the very poor losers and tax the very rich gainers, 
we cannot build this requirement into our criteria without unnecessarily restricting their 
applicability. At all events, if gainers from the movement to II are on the average poorer 
than the losers, both before and after the change to II, then the movement to II neces- 
sarily realizes a more equal distribution of welfare as between the opposing groups. 


J 
| 
| 
| 
| 
| 
| 
> 


MISHAN: WELFARE CRITERIA 609 


cases, such as 2(b), which fulfill the requirements of Welfare Criter- 
ion 1. 

Turning to the justification for Welfare Criterion 2, we begin by 
supposing that in case 2(c) society has already moved to II and a 
return to the status quo ante is being contemplated. By splitting this 
movement back to I into two imaginary stages we can show that society 
is made worse off by reference to both social improvements. In the 
first stage we move back to I and attempt to compensate the poor. But 
in case 2(c) the maximum the rich are able to pay falls short of the 
minimum acceptable to fully compensate the poor. It is possible, there- 
fore, to redistribute this compensation in such a manner as to make 
everyone worse off in I than he was in IIL. This effected, we have 
achieved a social loss—-the converse of social improvement(1). In the 
second stage we restore the status quo ante—-the original I position— 
by returning to the rich their (inadequate) compensation payments 
exacted in the first stage. This makes the distribution of welfare less 
equal and therefore, by reference to (2), society is made yet worse off 
in returning to I. By reference to both (1) and (2), the movement 
from IIL to I is prohibited.” 


Ill. Reformulation and a Proposal for a Single Welfare Criterion 


As must be evident by now, the symmetry between external-effect 
comparisons and batch comparisons, though superficial, is very marked. 
This may appear an advantage in so far as it affords economy in 
schema: we may talk of the fulfillment of the Kaldor-Hicks test 
(though of the reversal test also) or of the nonfulfillment of the rever- 
sal test (though of the Kaldor-Hicks test also) in connection with 
either sort of comparison and thus comprehend respectively 1(b) or 
1(c) and 2(b) or 2(c). With the proviso about distribution, we may 
conclude that these cases all sanction a movement to the new position. 
On the other hand, the use of the same terminology which the symme- 
try invites makes one impatient of the important distinctions between 
the two sorts of comparison; in particular the paradox in cases (b) 
and (c) arises for quite different reasons, as already indicated. If we 
wish to emphasize the distinction between welfare criteria applicable to 
batch comparisons and those applicable to external-effect comparisons 
we can make use of an alternative, though not unfamiliar, terminology 


“In other words, while the case for a movement from I to II is inconclusive, social 
improvement (2) being realized but not social improvement (1), if we had moved already 
to II, a return to I would be worse for society on both counts. Welfare Criterion 2, 
therefore, may not be regarded as quite so satisfactory 2s Welfare Criterion 1. Note, 
however, that the corresponding batch-comparison welfare criteria, which are met respec- 
tively by cases 1(c) and 1(b), are both equally satisfactory. 
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in dealing with the latter. The compensating variation (CV) as defined 
by Hicks [2] is a measure of the transfer of money income necessary 
to maintain the individual’s welfare at his original level following some 
economic change. Thus the maximum that gainers from II (the poor) 
will pay in order to have the privilege of moving to II is the sum of 
their CV's. Again, however, the minimum amount of money that the 
losers in a movement to IT (the rich) will accept in order to induce 
them to abandon I is the sum of their CV’s also. Welfare Criterion 1 
can therefore be reformulated to state, apropos a change to IT involv- 
ing external effects, that IT is socially preferred to I if the algebraic 
sum of the CV’s is positive’ and the distribution of welfare in II is 
more equal than it is in l—or, using the rich and poor categories, if 
the sum of the CV's of the poor exceed the sum of the CV’s of the rich. 

The equivalent variation (EV), on the other hand, has been defined 
|2] as that transfer which, in the absence of the change in question, 
affords the individual the equivalent change in his welfare. Thus, the 
minimum sum that gainers from II (the poor) will accept in order to 
induce them to forego the advantages of the movement to II is the 
sum of their EV’s. Again, however, the maximum that losers from the 
movement to II (the rich) will pay to be spared the change to II is 
the sum of their EV’s also. Welfare Criterion 2 can therefore be 
restated as follows: II is socially preferred to I if the algebraic sum of 
the EV’s is negative and the distribution in II is more equal than it is 
in I—or, using the rich and poor categories, if the sum of the EV’s of 
the poor exceed the sum of the EV’s of the rich. 

Let us now recall that case 2(b)—in which the project generating 
the external effect was an inferior good—was the implausible case, 
inasmuch as the maximum people were willing to pay for the project, 
or for its abandonment, exceeded the amount of money they would re- 
quire as a minimum to compensate for their disappointment. If we 
could safely neglect such cases*’—and it is rather difficult to imagine 
such cases in connection with external effects—then case 2(b) would 
not arise.”' In that event, falling back on the normal case, if the gainers’ 
maximum-payable estimate exceeded the losers’ minimum-acceptable 
estimate—-OM >O’N’—by some amount, x, then the minimum-accept- 


"Where amounts payable are taken as positive and amounts receivable as negative. 

” Or, not to offend the empiricist, if we could ascertain in advance of all applications 
that, indeed, the minimum sum people would demand to forego a benefit exceeded the 
maximum sum they were prepared to pay for it, we could make do with Welfare Cri- 
terion 2 alone 

™ Notice, however, that in batch comparisons, case 1(b) is no less plausible than case 
1(c). Indeed, in such comparisons welfare effects play no part, each batch of goods, at the 
margin, having the same relative valuations for each individual. 
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able estimate of the gainers would exceed the maximum-payable esti- 
mate of the losers--ON >O’M’—by more than x, a situation depicted 
in case 2(a). 

Case 2(a) may therefore be regarded as a stronger version of case 
2(c), for in 2(a) the gainers (the poor) can actually compensate the 
losers (the rich) in a movement to II whereas it is only required by 
Welfare Criterion 2 that the rich cannot bribe them to desist from 
moving to II, Such being the case, we need employ only Welfare Cri- 
terion 2, the sum of the EV’s of the poor exceed that of the rich, since 
this requirement is always less stringent than that of Welfare Criterion 
1. Thus, if Welfare Criterion 2 is deemed satisfactory we can dispense 
with the other. If, for any reason, it is deemed unsatisfactory, we are 
still left with only one welfare criterion—a great simplification and one 
which, it should be noticed, cannot be extended to batch comparisons. 


IV. A Single Welfare Criterion for Variable External Effects 


The assumption of a “normal” response, or positive welfare effects 
in each group, having impelled us to choose either Welfare Criterion 1 
or Welfare Criterion 2, we now outline their application to those cases 
in which people are no longer faced with an all-or-nothing choice 
either I or [L--but instead confront the possibility of continuous varia- 
tion in the quantity of IL. Both gainers and losers from a movement to 
more of II now conceive their maximum-payable and minimum-accept- 
able estimates in terms of schedules which vary with the amount of 
IL that is introduced into the economy. Considering first the losers (the 
rich) from an increase of II, the height at any point of the solid line 
OM’ in Figure 4 may be regarded as a first derivative with respect to 
the quantity of II) of the total amount payable as a maximum to 
abolish that amount of II; the area of triangle OSQ, for instance, rep- 
resents the total amount payable as a maximum to be rid of OO units 
of II. The broken line ON’, above OM’ has properties similar to it but, 
instead, has reference to the minimum amount acceptable to the rich to 
tolerate increasing amounts of II. The curves of the gainers (the poor ) 
are constructed on the same principle, the height under MB, as we 
move from left to right, measuring the maximum sum that gainers will 
pay for successive units of Il. The height under ND, on the other hand, 
measures the minimum-acceptable sum necessary to induce the poor to 
forego successive units of II as we move from right to left. 

Employing our Welfare Criterion 2, we require that the sum of the 
EV of the poor exceed the sum of the EV of the rich, a criterion which 
is met for any amount of II up to OQ. For, identifying the EV of the 
poor with the ND curve and the EV of the rich with the OM’ curve, 
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Ficure 4 


we can certainly sanction the first unit of II, say OR. By the same 
criterion the second unit of II is sanctioned, the third, the fourth, and 
so on until we have introduced the Oth unit. More of IT than OQ can- 
not be sanctioned, for on units additional to OQ the EV of the poor do 


not exceed the EV of the rich.’ 

At the end of our journey the picture begins to look somewhat 
familiar, The relevant schedules, ND for the gainers (the poor) and 
OM’ for the losers (the rich) might, without straining concepts, be 
regarded respectively as representing the marginal social benefit and 
marginal social cost of the external effect in question. But we have had 
to do a good deal of sorting out before we could, with a clear con- 
science, select the relevant schedules in the light of the distribution 
proviso,”" 


“If we were unsatisfied with Welfare Criterion 2 and were compelled therefore to 
adopt Welfare Criterion 1 instead, a similar development of the argument would take us 
to point T in Figure 4. 

“T have confined myself to an endeavor to formulate the questions to be asked when 
we are faced with problems involving external effects without going into the important 
practical question of how we might estimate the relevant sums. A technique for extract- 
ing reliable information to fill these categories may not be so hopeless a task as it might 
at first appear. It goes without saying that, for many projects involving widespread ex- 
ternal effects, recourse must be had to sample surveys. As for interviewing people, while 
it is true that we cannot put them through a “truth machine,” we might in some cir- 
cumstances employ a ruse to reduce considerably the “error” in their estimates of gains 
or losses, one suggested by methods used on the London Stock Exchange. If the indi- 
vidual has no idea of whether he will be called upon to pay a sum of money or to re- 
ceive one, and yet is constrained to keep his estimates of maximum-payable and minimum- 
acceptable, within a narrow margin—say 10 or 20 per cent—the more he cheats the 
greater the risk he incurs. 
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STOCHASTIC RESERVE LOSSES AND 
EXPANSION OF BANK CREDIT 


By Dante Ore ann W. G, MELLon* 


The exposition of the manner in which an individual bank expands 
credit as compared with the way this is done by the banking system 
as a whole has remained virtually unchanged since its first presentation 
by C. A. Phillips in 1920 [4, Pt. 1]. This exposition relies on a com- 
parative static, deterministic analysis, Recently, important results have 
been obtained in other areas of economic theory through the incorpora- 
tion of uncertainty into decision models: in this paper we explore the 
potential effects of uncertainty in the cash flows of banks on the 
expansion of bank credit. The analytic methods we use are similar to 
those successfully employed to determine low-cost inventory policies 
for business enterprises.’ 

The approach we will take was noticed but not fully pursued by 
Edgeworth. He proposed to solve the problem of determining the 


optimal volume of bank credit by “operational gaming” | 2, p. 120]: 


I have imagined a new game of chance, which is played in this manner: 
each player receives a disposable fund of 100 counters, part of which he 
may invest in securities not immediately realizable, bearing say 5 per cent 
per ten minutes; another portion of the 100 may be held at call, bearing 
interest at 2 per cent per ten minutes; the remainder is kept in the hands 
of the player as a reserve against certain liabilities. The demand which he 
has to meet is thus regulated. From time to time . . . there are taken a cer- 
tain number say 22 digits at random. .. . The sum of these digits consti- 
tutes the demand which the player has to meet. We need not consider the 
provision which is made to meet the average amount (99) of this demand. 
The special object of the reserve above mentioned is to provide against 
demands which exceed that average. If the player can meet this excess of 
demand with his funds in hand, well; but if not he must call in part, or 
all, of the sum placed at call, incurring a forfeit of 10 per cent on the 
amount called in. But if the demand is so great that he cannot even thus 


*The authors are assistant professor of economics, Amherst College, and senior eco- 
nomic research analyst, The Chase Manhattan Bank. An earlier version of this paper ap- 
peared as a memorandum of the Econometric Research Program, Princeton University. 
Thanks are due to L. V. Chandler, W. J. Baumol, R. G. Davis, and Richard Singleton for 
helpful comments on that earlier draft, and to Arnold Collery for valuable suggestions 
concerning this revision. 

"Cf. [1, esp. Ch. 2]. As will be perceived from the following, we do not observe 
Knight's distinction between “risk” and “uncertainty.” 
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meet it, then he incurs an enormous forfeit, say 100 pounds or 1000 
pounds. .. . The player who wins the most interest wins the game, and is 
entitled to as many pence, or it may be shillings, as the number of coun- 
ters he has won, 


In the following pages we develop the treatment suggested by Edge- 
worth and explore its implications when extended to the banking sys- 
tem as a whole. 


|. The Individual Bank 


We first consider the effect of uncertainty upon credit expansion in 
the individual bank. A member of the Federal Reserve is subject to a 
legal reserve requirement which is a certain percentage of average 
deposits over some period. Failure to meet this requirement results in 
a money penalty, but perhaps more importantly, repeated failures are 
regarded as evidence of unsound banking practice.’ Violations can be 
avoided by depositing the necessary reserves at the Federal Reserve 
(or since late 1960, by increasing vault cash holdings); money for 
this purpose may be obtained from correspondents’ balances, or (at 
some out-of-pocket cost) from borrowing in the federal funds market, 
discounting at the Federal Reserve, or liquidating assets. Every dol- 
lar of reserves or near-reserves held in excess of the reserve require- 
ment incurs an opportunity cost since the reserve balances earn no 
interest, nor does cash, and the excess reserves might have been 
profitably invested. Through its balance of long- and short-term secur- 
ity holdings, the individual bank in practice probably stays nearly 
“loaned up”; however, an analysis of bank portfolio selection is not 
part of the purpose of this paper.’ Accordingly, we assume that the 
bank’s assets are either reserves or loans, and that some expense 
attends a conversion from the last to the first. 

The bank is subject to a series of random withdrawals from and 
additions to its reserve and cash balances. Additions will arise from 
the deposit of checks drawn on other banks (the Federal Reserve 
float), certain transactions with the Federal Reserve and federal gov- 
ernment, new cash deposits by the public, and the maturing of securi- 
ties. Outflows arising from similar transactions will also be expe- 
rienced. (Although treated here as random, these additions and with- 
drawals will naturally be affected by the bank’s location, the profile 


*Our formulation throughout assumes that banks are members of the Federal Reserve, 
but can be easily adapted to state banks or members of a banking system which operates 
with conventional reserves (Great Britain). 


"For a study of the portfolio selection problem which utilizes the same decision tech- 


niges as the present paper, see R. C. Porter, “A Mod«' of Bank Portfolio Selection,” 
Cowles Foundation Discussion Paper No. 88, Jan. 1960. 


i 
| 


616 THE AMERICAN ECONOMIC REVIEW 


of its assets and liabilities, seasonal variation, and the general climate 
of business activity.) 

The problem facing the profit-maximizing bank is: how far should 
credit be expanded, given the random nature of its cash flows and the 
reserve requirement it must meet. A simple static’ model enables us to 
deal with this problem. As is usual, we imagine a bank which is 
initially in equilibrium,’ then finds itself with excess reserves (pos- 
sibly as a result of a deposit of cash from outside the banking sys- 
tem); we will compare the bank’s response to these excess reserves 
under uncertainty to the response indicated by the traditional analy- 
sis. 

The relevant variables of the model are: , 

R: the volume of excess reserves at the beginning of the evaluation 
period. 

D: the volume of new deposit liabilities created during the period. 

L: the loss of reserves during the period. 

e: the legal reserve ratio, (0 < e < 1). 

Reserves are legally sufficient if this inequality holds at the end of 
the evaluation period :° 
(1) 


The objective of the bank is to extend new credit in a volume 
which will maximize its expected profits. The relationship of profit to 
credit policy is as follows: there is a positive return on credit ex- 
tended, the net interest earned on new loans made during the period 
in response to the excess reserves on hand at the beginning of the 


‘Here, static means “one period.” The present problem is unusually well suited to 
treatment in a static model because the dependency which usually exists between time 
periods (in a production model, for example, because this week's excess of production over 
sales goes into next week's beginning inventory) is virtually absent; in practice, reserve 
imbalances which arise in the current period are corrected in the current period, and costs 
associated with this imbalance are charged to the current period. The only visible inter 
period carryover in practice results from the fact that a small deficit (not exceeding 2 per 
cent) may be made up in the following week. For simplicity, we ignore this fact. 

"Le. the bank’s reserve holdings neither justify further extension of credit nor require 
contraction of credit. 


"Actually, the Federal Reserve evaluates a bank's reserve position on the basis of 
average end-of-day reserves as compared to average end-of-day deposit liabilities over a 
period of one or two weeks. The valid criterion of adequacy is thus: 


N N 
R—->(N +1—f)L/N >> (N +1 —j)(D; — L)/N 


j=1 


where the j subscripts denote days within the N-day averaging period. Our criterion (1), 
which is employed because it is easier to manipulate, will have the effect of reducing the 
impact of uncertainty upon the bank’s extension of credit. If the daily cash flows are 
assumed independent of each other, the variance per day is Var (1,) = Var (L)/N; if 
N is 9, say, the standard deviation of daily flows is 1/3 that for the entire period; hence 
the cumulative variability against which the bank must guard over the entire period is 
0/3 or 3 times as great when the daily average criterion is used. 
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period. This is written iD, where i is the rate of interest on loans.’ 
This return is reduced by expected losses, resulting from the fact that 
an increase in the volume of loans will increase the probability that 
the bank will fall below its reserve requirement. This loss expression 
has two components: a lump-sum penalty, M, representing costs of 
paperwork and administration which are incurred when the reserve 
requirement is violated; and a penalty of r on each dollar of reserves 


which the bank is short. The expected value of these costs is given by 
the probability expressions: 


(2) uf + rf Lo(L)dl. 


where #(L) is the probability density function of L; and 
(3) v = (R — pD)/(1 — p) 


is the largest volume of cash outflow which can occur without causing 
a reserve deficit; (3) is obtained by treating (1) as an equality and 


solving for ZL. The total-profit function which the bank seeks to 
maximize is: 


(4) P=iD- uf o(L)dL — rf Lo(L)dL. 


A necessary condition for the optimality of a lending policy is that 
0P/0oD = 0. 

The effect of new reserves on the volume of new loans thus will 
depend on the way in which reserve losses vary when the level of de- 
posits is changed. In the paper cited, Edgeworth discussed the appli- 
cation of the “laws of chance” to prediction of the cash flows to and 
from an individual bank. At the time he wrote, the normal distribu- 
tion was held to be synonymous with these “laws,” and his paper 
reflects the almost metaphysical properties then attributed to the 
normal function. Even without this bias in its favor, the normal dis- 
tribution has a great deal of a priori appeal as a description of these 
flows. We will assume ¢(L) is normal, with mean value linearly de- 
pendent on the level of new deposits created during the period,* and 
variance which is independent of deposit liabilities. Thus we are 
assuming that cash flows in different periods are random and inde- 
pendent, and that the variability of cash flow activity is not sig- 
nificantly affected by small changes in the level of deposits.” 


* This involves two simplifications: that all loans earn a uniform rate of interest, and 
that no provision is made for the fact that a dollar loaned at the beginning of the 
averaging period will earn more than one loaned at the end of the period. 

*This is the exact parallel of the assumption of the traditional analysis that a fraction 
of new deposits will remain in the bank. 


* The assumptions of stationary variance and independence which underlie our formula- 
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In the following, it will be convenient computationally to scale the 
magnitudes of each of our parameters and variables so that the 
standard deviation of ®(L) = 1. Thus, by our assumption, 

®(L) = N(kD, 1) 


where & is a constant (0 < k < 1). 

The dependence of the optimal credit expansion upon the uncer- 
tainty in Z in our simple model is readily illustrated by numerical 
examples. Differentiating (4),'° the necessary condition for the opti- 
mal volume of new deposits is: 


dv 
(5) O=i+ (M + (Mk + rv)o(v) — — 


Substituting for v and dv/dD from (3), we obtain: 
(6) O= i — — pD)/(1 — p)? + + p/(1 — p) |} o[(R — pD)/(1 —p)] 
— — &[(R — pD)/(1 — p)]} 

This expression must be solved for D. When numerical values are 
specified for the parameters M,r,i,o.and k, and for the independent 
variable R, it is not difficult to obtain the optimal value of D by suc- 
cessive approximation, using tables of the normal density and dis- 
tribution functions, and a desk calculator. 

In Table 1 we compare the optimal value of D, obtained for var- 
ious combinations of values of the cost parameters, to the optimal 
value (called D*) which would be indicated by the traditional deter- 
ministic analysis. D* is obtained in terms of R by solving the equa- 
tions: 


R—L=p(D-— 
L = kD. 


Not surprisingly, we conclude that the magnitude of the effect of 
uncertainty in our model depends upon the size of the excess reserve 
compared to the variability of reserve losses, and the relative size of 
the cost components i, r, and M. 

Our examples indicate some interesting changes in the presence of 
uncertainty. First, the ratio of marginal credit expansion to excess 


tion are, of course, not realistic, even on short pocieds; we have noted the presence of 
seasonal variations, for example. However, since our concern is with the effect of random 
movements in L, it seems permissible, as a first approximation, to abstract from all regu- 
lar movements it may contain. If we were concerned with large secular shifts in asset 
holdings, such as might occur in response to a change in reserve requirements, the formu- 
lation of cash flow variance as independent of the change in loans would be most inap- 
propriate. This assumption, like the one discussed in note 9, is conservative, ie., it re- 
duces the impact of uncertainty upon the optimal volume of credit expansion. 
* See the Appendix. 
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TABLE 1*—Optimat VALUES OF D UNDER UNCERTAINTY COMPARED 
witH TRADITIONAL VALUES (D*) 


r i 


01 

01 .0025 

0025 

arbitrary 01 ‘ arbitrary 
20 0025 10 


" The value p = .2 is used in all cases. D and D* are to the nearest tenth except in case 
(2), when they are to the nearest unit. 

“when i> pr the expected value of an extra dollar of D is i—r. Hence, if M is 
finite, it will pay the bank to expand credit indefinitely, regardless of the value of 
M or k. This, of course, takes into account only the money gained, and ignores such 
nonquantified factors as reputation for soundness. 

* This corresponds to a monopoly bank's behavior, assuming that the population's liquid- 
ity preference does not change with changes in the money supply. 


reserves will be less than total credit expansion to total reserves; this 
is probably consistent with observable behavior,"’ and it certainly 
invalidates any dismissal of cash-flow uncertainty as observably unim- 
portant, based on the low level of excess reserves in the banking sys- 
tem. Uncertainty may have little impact upon total credit expansion, 
but great impact upon marginal credit changes, a result of some sig- 
nificance for monetary policy. 

Second, it is observed from equation (6) that credit expansion is as 
sensitive to M, the lump-sum cost of ameliorating reserve shortages, 
as it is to the rate the bank earns on its marginal investments or loans. 
Thus, while low interest rates are an instrument of easy policy, they 
will also encourage the bank to use excess reserves as a hedge against 
uncertainty, unless they are accompanied by loosening of the regula- 
tions governing reserve shortages. (Of course, most of the excess re- 
serves observed in periods of easy money and slow business activity 
may be attributed to another type of uncertainty, namely, uncertainty 
regarding repayment on loans. ) 

A major question regarding the validity of our quantitative results 
stems from having ignored the effects of short-term investment op- 
portunities, and the federal funds market. Case 3 of Table 1 is in- 
tended, by contrast with case 1, to give some idea of the offsetting 
effects of greater liquidity realizable through short-term investment 


"In the case of large city banks, the divergence between these total and marginal ratios 
may be more a result of the desirability of operating in the federal funds market with 
large sums, rather than of the presence of uncertainty regarding cash flows. 


619 
Canes | M | a | k | R | D pe 
1 | 8.9 13.2 
2 | 1311. 1316. 
3 | 10.5 13.2 
4 | 45.7 22.8 
5 | 89 | 13.2 
6 mb 13.2 
7 | | 35.4 | 40¢ 
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opportunities. The federal funds market is likely to prove significant 
to the operations of only a few of the largest banks; according to a 
study made over a period of a month by the Federal Reserve in 
1957 [3] about 150 banks participated in the federal funds market 
(some infrequently); for these banks, average daily purchases of 
federal funds were about the same as average daily borrowing from 
the Federal Reserve, and slightly larger than average idle reserves. 

Thus, while highly liquid investment opportunities and the federal 
funds market reduce the impact of uncertainty, it is not clear that they 
are sufficient to completely eliminate its effect in all banks, because of 
occasional unattractive earning rates in the former, and the necessity 
to deal in large sums in the latter. 


II. Credit Expansion in the Banking System 


The interest of the economist has never been centered on the expan- 
sion of credit by the individual bank, but rather on credit expansion 
within the banking system: on the analysis of the deposit-creation 
multiplier. In the traditional analysis, systemwide credit expansion is 
given by R/po if reserve losses to the public’s cash holdings are as- 
sumed to be zero, and credit expansion is defined as the total addition 
to deposit liabilities. The volume of credit created is here independent 


of the amount of the loan which remains in the first bank, and in fact, 
of all interbank reserve flows. For this reason, the assumption of a 
monopoly bank has been a convenient short-cut in the study of system- 
wide expansion; in case 7 of Table 1 we have shown how uncertainty 
would affect the performance of a monopoly bank. Uncertainty has 
one major consequence for the systemwide expansion of credit: when 
there are many banks in the system, the amount of credit expansion in 
response to a given initial amount of excess reserves will be different 
from what it would be with a monopoly bank. If we assume that the 
distribution ¢(Z) for each bank is independent of the distribution for 
all other banks, the variation in the flows of the monopoly bank will 
be measured by a standard deviation c,, the square root of the system- 
wide variance, whereas each bank in the n-bank system will face a 
standard deviation equal to (on the average) ¢,/\/n, since under our 
assumption, the variances for the individual banks are additive. Thus, 
the aggregate variability against which the system’s banks must pro- 
tect themselves is increased by a factor of (at most) \n in the non- 
monopoly case. 

Furthermore, the total expansion of credit will be affected by the 
way in which new reserves are initially distributed among the banks, 
and the way in which the subsequent interbank reserve flows take 


| 
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place,’ a fact ignored both in the literature and in the administration 
of credit policy. This further complicates an issue over the way mone- 
tary policy is conducted: Ira O. Scott has pointed out that delays in 
the effectiveness of open-market operations could be considerably re- 
duced by decentralizing the securities market [5]; presumably, dis- 
persal of the purchase of securities would lead to a more rapid filtra- 
tion of excess reserves through the banking system, and hence to a 
swifter and geographically more homogeneous expansion of loans. On 
the other hand, our analysis suggests that the volume of securities 
bought must be much greater to obtain a given expansion in the money 
supply if this decentralization is effected. 

Results regarding systemwide credit expansion in the nonmonopoly 
case are difficult to obtain, except under artificial assumptions. It is 
possible, assuming all banks are confronted by the same cost param- 
eters, and that variances of L are independent between banks, to 
place bounds on the systemwide impact of uncertainty: the effect of 
uncertainty will be minimized at the monopoly bank extreme, and 
maximized when each bank of the system generates 1/n of the system- 
wide variability, receives 1/n of the excess reserves at the beginning of 
the deposit creation process, and experiences identical reserve flows on 
subsquent rounds of the credit expansion process. 

For a numerical illustration of the maximal and minimal effects of 
uncertainty upon systemwide expansion, we will deal with case 7 of 
Table 1. With a monopoly bank, 35.4 units of D will be created in 
response to 10 units of R. Suppose now the system comprises four 
banks, identical in every respect, and each bank receives 2.5 units of 
R. If the systemwide reserve-loss standard deviation 7, = 1, the 
standard deviation of reserve losses for each individual bank is 1/2. By 
the necessary condition (6), assuming k = 0 for the individual banks,” 

0 = .0025 — (.03906 — .003125D) $(3.125 — .25D) — .01 [1 — 
® (3.125 — .25D)| which gives D = 5.5 for each of the four banks. 

Thus, the volume of new deposits created in a four-bank system 
will, in response to ten units of excess reserves, be somewhere be- 
tween a maximum of 35.4 and a minimum of 22. This is in contrast 
to the 40 which will be created according to the standard assump- 
tions. As the number of banks which participate in the deposit crea- 
tion process is increased, the minimum bound on expansion is lowered. 

“For example, suppose 1000 units of R are placed with one bank: the first round D 


is 1311, according to case 2 of Table 1. If this 1000 is divided equally among 100 differ- 
ent banks, the first-round expansion is 890, as seen in case 1 of Table 1. 

* Setting k =O is equivalent to the previous assumptions that the system’s banks are 
identical: by these assumptions, the expected value of the reserve outflow from Bank A 
would be the same as the expected value of reserves flowing into Bank A from the sys- 
tem’s other banks; this is in effect a zero expected value of flows from A. 
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III. Conclusion 

Edgeworth’s lead regarding the possible effects of stochastic cash 
flows upon the deposit-creation process has thus far been almost com- 
pletely ignored by economists. Two reasons may be suggested for this: 
either it has been the prevailing feeling that this type of uncertainty 
is not significant in determining the way banks respond to excess 
reserves, or it was because there was no way to solve such problems 
until the recent developments in decision theory used in this paper. 
The results here presented strongly suggest that the first attitude is 
not tenable. Apart from the initial assumption regarding the homo- 
geneity of nonreserve assets, our assumptions have been made con- 
servatively; whenever computational difficulties threatened, we have 
simplified in a way that would understate the impact of uncertainty 
upon bank-credit policy. 

Ultimately, an appraisal of whether uncertainty in the demand for 
cash should play a significant role in our view of the banking system 
must be made empirically. As we have tried to show in this exploratory 
paper, this type of uncertainty may well have effects outside the 
domain of portfolio selection; it could conceivably alter our views 
regarding the proper conduct of monetary policy, and even cause us 
to qualify our time-honored description of how the banking system 
creates money. 

Because our assumptions regarding portfolio alternatives are re- 
strictive, and because it is difficult to quantitatively appraise their 
effect, our conclusions must remain tentative. And while these assump- 
tions may be misleading, given the present structure of interest rates, 
rates which have existed in the past could have led to excess reserve 
positions even more extreme than those shown in our examples, for 
reasons which our analysis in part explains. 


APPENDIX 
The First-Order Maximum Conditions 


Differentiating the loss function, 


(4) P=iD- Mf rf 


we obtain 


as our first-order maximum condition. Notice, however, that 


o(L) = exp [—(L — kD)?/2] 
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and 


. 


d¢(L)/AD = k(L — kD)o(L). 


If we rewrite the second term of (4a) in the form 
f —(L — kD)o(L)dL 


it is seen immediately that this term is equivalent to 


= — 


The fourth term may be integrated by parts: let x=@(L) and y=L in 


the formula 
ff vax = xy f dy. 


The expression 


tr — kD)LO(L)dL 


is seen to be equivalent to 


With the integrals of (4a) thus evaluated, we obtain 


d 
(5) O= (rv + (Mk + — — (0)]. 
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THE POLITICAL ECONOMY CLUB: A NEGLECTED 
EPISODE IN AMERICAN ECONOMIC THOUGHT" 


By A. W. Coats* 


During the decade of the 1880’s, more striking new departures 
occurred in American economics than in any other comparable period. 
At that time the conflict between the established Ricardian /aissez-faire 
orthodoxv and the newly imported German historical ideas reached 
its climax; a wave of public interest in economic problems provided 
the opportunity for several able young men—who came to dominate 
American economics for the next three or four decades—to obtain their 
first professorial appointments; the academic economists, as a body, 
slowly but surely divested themselves of the accumulated propaganda 
and theological trappings of their subject, and secured its recognition 
as the leading independent social science discipline; the first profes- 
sional economic journals appeared, and the foundation of the American 
Economic Association on September 9, 1885, approximately the mid- 
point of the decade, symbolized the birth of an indigenous national 
tradition of economic scholarship.’ 

Although the concluding stages of this long period of gestation have 
repeatedly been subjected to close scrutiny, the process is intrinsically 
so interesting that it would be unwise to neglect any new evidence 
which has a bearing on it. Earlier students have examined in detail the 
American Economic Association and its immediate precursor, the 
abortive Society for the Study of National Economy.* But the Political 
Economy Club, which constituted the nucleus of orthodox opposition 
to the A.E.A. during its precarious formative stage, has hitherto been 
shrouded in mystery owing to the paucity of significant evidence. Even 


* The author is lecturer in economic and social history at the University of Nottingham, 
England. 

* This article is a by-product of research into the history of American economic thought 
undertaken in 1958-50 with the aid of a Rockefeller Foundation fellowship. I am in- 
debted to Joseph Dorfman of Columvia University for his criticism and correction of an 
earlier draft, and to various other persons, too numerous to specify, who have responded 
to requests for information. 

* The principal sources on these matters are cited in my article “The First Two Decades 
of the American Economic Association” [4]. Among those who attained full-time pro- 
fessional status as economists in the 1880’s were: H. C. Adams, E. B. Andrews, R. T. Ely, 
H. W. Farnam, A. T. Hadley, E. J. James, J. L. Laughlin, S. N. Patten, E. R. A. Selig- 
man and F. W. Taussig. 


* See especially [5, Ch. 2] [7, pp. 133-35, 296-99]. 
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now, although it is possible to fill in some of the details from surviving 
correspondence, there is much that remains to be explained. 

There were many precedents to guide the founders of a loose, 
semiformal social body like the (U.S.) Political Economy Club, for 
it was an organization appropriate to a period when there were but a 
few full-time economists mainly located on or near the Eastern sea- 
board, many of whom already knew each other personally. As English 
economic ideas still dominated the American scene, the venerable Politi- 
cal Economy Club of London, founded in 1821, afforded an obvious 
model. At least two members of the American group, Horace White and 
Hugh McCulloch, had attended its meetings in London, and the latter 
had been a member from 1874 to 1879.* Moreover, the similarity be- 
tween the two groups was more than superficial. In each case the 
founders were “men with distinct opinions which they desired to see 
prevail. They wanted to overthrow laws which they believed to be 
mischievous. They desired freedom of trade. The object of the Club 
was not purely scientific or critical. It had distinctly practical aims... . 
Not that they were by any means all of one mind.’”® No existing organ- 
ization could effectively meet the members’ needs for closer contact 
and mutual stimulus. The American Statistical Association was too 
specialized, while the American Social Science Association and the 
American Association for the Advancement of Science were too dif- 
fuse and unwieldy. And there was, as yet, no precedent for an eco- 
nomic organization such as the American Economic Association which 
ostensibly had professional and scholarly objectives and yet was 
neither a closed society of scholars nor a private club. Hence the 
Political Economy Club might have proved to be the seed from which 
the American Economic Association grew, for there is evidence that 
two members of the club, F. A. Walker and R. T. Ely, who subse- 
quently became the first President and Secretary of the new Associa- 
tion, entertained the idea of “asserting ourselves aggressively” within 
the Political Economy Club as an alternative to launching an entirely 
new organization.° It is, therefore, worth examining the Club’s history 
not only because it sheds additional light on the difference between the 
“old” and “new” schools of economics, but also because its failure 
helps to explain why the A.E.A. succeeded. 

The earliest reference to the proposal to form an economists’ club 
appears in a letter, dated April 11, 1882," from J. L. Laughlin, then 


*See [22, p. 311 and n.]. For 18th century economic clubs see [11, p. x]. 
* From reminiscences by Sir J. MacDonnell [22, pp. 338-39]. 


* Unfortunately only one passing reference to this possibility has survived. See F. A. 
Walker to R. T. Ely [8, April 30, 1884]. 


* After commenting on one of Atkinson’s papers, Laughlin remarked [2]; “It has often 
occurred to me that we ought to have a Congress of American economists at least once a 
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instructor in political economy at Harvard, to Edward Atkinson, the 
prominent Boston businessman and popular writer on economic sub- 
jects. The project did not, however, begin to take shape until the fol- 
lowing year, for on January 29, 1883, Laughlin again wrote to Atkin- 
son [2]:° 


The matter of the “American Society of Political Economy” (?) has been 
simmering in my mind, and I have now thought it worth proposing some 
plan. As you say, “bores” must be excluded. So, it seems best to approach 
a few of the leading economists first, taking a small number, and then 
their collective wisdom can be used in regard to further elections. It ought 
to be made a dignified body, for it can be authoritative and useful in 
many ways. It could encourage economic studies by offering prizes, as in 
France, for work which deserves it well, and propose many subjects affect- 
ing our own country for which it offers honorable rewards. There is dan- 
ger that it may engender the spirit of a clique; but this can be avoided 
largely by the selection of men. 


I venture to mention some such names as the following, to start with: 
1. Simon Newcomb, Washington [Professor of Mathematics in the U.S. 
Navy]; 2. Chas. F. Dunbar, Cambridge [Professor of Political Economy, 
Harvard]; 3. Edward Atkinson, Boston; 4. Francis A. Walker, Boston 
| President of M.I.T.]; 5. J. Laurence Laughlin, Cambridge; 6. William 
G. Summer, New Haven [Professor of Political and Social Science at 
Yale]; 7. Arthur Latham Perry, Williamstown [Professor of Political 
Economy and History at Williams]; 8. David A. Wells, Norwich, Conn. 
[economist, businessman]; 9. Carl Schurz, New York [statesman, jour- 
nalist and political philosopher}; 10. Andrew D. White, Ithaca, New 
York [President of Cornell, lately Minister to Germany]. 


How does this list strike you? It is capable of extension, but perhaps that 
had better be deferred. If it seems good, why not yourself mention 
the matter to Gen. Walker—or, if you prefer, I can. Then I suggest the 
printing of a small statement with your name, Gen. Walker’s, and my 
own, to be sent to the others here mentioned asking for their co-operation. 
I am willing to draw up a sketch for the approval of yourself and Gen. 
Walker, before being sent out. You and he are both busy men, and I can 
relieve you of the correspondence, at present at least. As soon as answers 
are received, a date can be fixed for a meeting and organization. 


The “bogus” economists in Washington headed by John C. New who 


year for discussion of such questions. There is Gen. Walker, Prof. Sumner, Prof. Dunbar, 
Prof. Perry, Simon Newcomb, etc., etc.—a very good band of immortals to begin with. 
We might, too, have some influence as a body on economic questions in this country. 
How does the idea strike you?” 

*John C. New, Indiana lawyer, banker, newspaper editor and prominent Republican, 
had been U.S. Treasurer from 1875-76, and was Assistant Secretary of the Treasury from 
1882-84. Cf. [21, v. 4, p. 500]. There seems to be no record of his “American Association 
of Economists.” 
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organized as “The American Association of Economists” suggested that 
we were none too early in thinking of such a scheme. Then, too, with 
some unity of action and support, it might be possible to establish a 
decent journal devoted to economic and financial subjects—some time 
in the future, perhaps. We need to be stimulated and to get an inter- 
change of ideas, as much as any other body of scholars, and our meetings 
ought to bring out good work. 


If you and Gen. Walker approve, let me know—or any new plan— 
and I will go on to prepare a statement. 


A marginal note at the top of this letter indicates that it was for- 
warded to Walker; but no further developments occurred until No- 
vember 1883, when definite plans were made to hold the inaugural 
meeting in New York, at the home of Horace White, editor of the New 
York Evening Post. Laughlin described the objectives of the Club 
more explicitly in his invitation to Simon Newcomb: 


A few of us have suggested the plan of an organization of the political 
Economists of the country for conference, for discussion, for mutual stim- 
ulus, for encouragement of the study in the proper scientific spirit by 
others, and for various objects easily recognized as the aims of such a 
body. No plan as yet exists, but it is proposed to gather around a dinner 
table in New York or Boston about the 30th inst. to discuss the question, 
and, if we think best, to bring the young infant into the world. 


We want your presence and cooperation, and should be greatly dis- 
appointed if the time was an inconvenient one for you. Please name an- 
other date when you might come, in case of a disagreement on the 30th.° 


When Newcomb indicated his readiness to attend and participate 
in the Club, Laughlin despatched a list of members containing two 
significant additions: ‘Two protectionists have been invited,” he ob- 
served, “Thompson and Hamlin, so that it shall not be regarded as a 
meeting of a clique from the beginning. It should have a scientific 
object, and not be the tone of any one set, I take it.’””° But despite 
Laughlin’s good intentions, most members of the public regarded 
economists as advocates of either free trade or protection, and the 
Political Economy Club, like its predecessor in London, rapidly 
acquired the reputation of being a free trade clique. Nor was this 
reputation wholly undeserved. There is no evidence that either Thomp- 

*[16, Nov. 11, 1883.] Newcomb was one of America’s foremost scientists and a 
prominent writer on economics. See also Laughlin to Atkinson, Nov. 11, 1883 [2]. 


116, Nov. 26, 1883.] Robert Ellis Thompson, Professor of Social Science at the Uni- 
versity of Pennsylvania and first Dean of the Wharton School of Finance and Commerce, 
was one of the best-known disciples of Henry C. Carey. Cyrus Hamlin, President of Middle- 
bury College, Vermont, sometimes lectured on free trade and protection [21, v. 3, p. 66]. At 
this time neither Thompson nor Hamlin had indicated his willingness to attend. Cf. Laugh- 
lin to Atkinson, Nov. 23, 1883 [2]. 
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son or Hamlin ever attended;* several prominent members were ac- 
tively engaged in free trade propaganda; and the majority supported 
the Cleveland ticket in 1884 and the tariff reform movement of 
1886." With this bias in its membership, Laughlin’s hope that the 
Club would be scientific and nonpartisan was unlikely to be fulfilled, 
and an indication of the kind of difficulties he encountered is pro- 
vided by the correspondence relating to the selection of a topic for 
the December 1884 meeting. 

This correspondence opens with a letter to Laughlin from Horace 
White stating that he and Wells had selected as the topic for the next 
discussion: 


What ought to be the policy of the Democratic Party with regard 
to the tariff? This is not the question tentatively considered at the last 
meeting, but both Wells and myself consider it far better than an aca- 
demic discussion of the effect of machinery on wages. [16, Nov. 25, 
1884] 


At this, Laughlin, the secretary of the Club, forwarded White’s letter 
to Newcomb, the president, with the following comment: 


There are two things I do not like in it. First, White’s letter seems to 
imply that a topic was chosen by the Club, viz.: “Effect of machinery on 
wages,” but that Wells and he chose to over-rule the Club by making 
another choice. Second, it seems to me that the word “academic” in the 
letter has a good deal of meaning as touching the future of our Club. The 
one who regards a discussion of principles as “academic” will not further 
the progress of our science. And as economists we ought to meet this 
tendency at once, gently but firmly. We certainly do not intend our Club 
for a political organ in the sole interest of free trade. I think it would be 
very undignified for a Club of professed economists to talk at their dinner 
of the policy of the Democratic party. Free trade is not the whole of 
P.E. by any means, however much it may now interest us as a political 
question. 

It seems to me, therefore, we ought to gently repress the tendency to 
make our Club a body for free trade agitation as (I think) Wells and 
White would have it; and point it steadily to discuss the really difficult 


“ Thompson may have attended, for his name appears on a printed list of members dated 
1887 in the Ely papers, a list which includes the name of his University of Pennsylvania 
colleague, E. J. James. Moreover, as late as March 28, 1888, Thompson wrote to H. W. 
Farnam of Yale expressing regret at his inability to attend a forthcoming meeting [9]. 

* David A. Wells, the most active proponent of free trade in the Club, has been called 
“the man who would gladly have played the role of Richard Cobden in America.” See [13, 
p. 203]. Wells had joined with White and Atkinson to form the American Free Trade League 
in 1869, and he played the leading role in the League’s offspring, the Society for Political 
Education, formed in 1879, whose members included Sumner, C. F, Adams and White. (By 
this time Atkinson had dropped out.) Wells’ Primer of Tariff Reform [18] may have played 
a decisive part in the campaign of 1884. See [13, pp. 117-18, 142, 147-48. Cf. 15, pp. 156-58, 
280-82]. 
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and unsettled question in P.E. wh. all recognize as important in their 
effect on the whole fabric of our science. I do not mean that we should 
never talk politics informally; but I object to any such formal dec- 
laration in a fixed subject, as a deflection of the trust reposed in us for the 
furtherance of the study of P.E. [16, Nov. 30, 1884] 


Newcomb’s reply disclosed his sympathy towards Laughlin’s view, 
and also revealed some of the personal factors involved. Recalling his 
impression that all the members but Sumner had agreed to the “effect 
of modern improvements upon the economic interests of the labouring 
classes” as the topic for debate, he added: “I also perfectly remember 
Professor Sumner’s objection to it which was that there was nothing to 
say about it except that if any class of men were not able to adapt 
themselves to the advance of the age they would get left.”” Newcomb 
conceded that White and Wells might possibly have been asked to 
select a subject, and commented, with reference to it, that he 


would hesitate to criticize the conclusions of men so much better 
acquainted with the world than I am were it not that persons with very 
little knowledge can sometimes make valuable suggestions. Now it 
strikes me that if it should get into public prints that our Club has under- 
taken to discuss the proper policy of the Democratic party the unholy 
paragrapher would poke fun at us over the whole land and Messrs. Ran- 
dall, Carlisle and Co, would enjoy the fun of seeing him do it [16, Dec.1, 


In his reply to Laughlin, White explained that the original topic had 
been changed because 


there was a great deal of opposition to it, chiefly in the part of Prof. 
Sumner, It was this opposition as well as the indefiniteness of the pro- 
posed topic which led me to think of putting up a question having more 
relation to the current dissensions of the press and of Congress. The Eng- 
lish and French societies of economists take up questions relating to 
party politics, and I don’t see why we may not. If we exclude all such 
questions we shall narrow our field very much, 

However, I am not tenacious. You might put both questions in the paper 
. .. and then leave the society to take one or the other or both. [16, Dec. 
4, 1884] 


In fact, the combined influence of the secretary and president pre- 
vailed, and White was advised to propose his topic for debate on a sub- 
sequent occasion. But despite its temporary ascendancy, the academic 
interpretation of the Club’s role did not remain unchallenged. Edward 


* Newcomb was evidently referring to Samuel J. Randall, leader of the Democratic pro- 
tectionists in the House of Representatives, and John G. Carlisle, Speaker of the House, who 
was a mild, low-tariff reformer. See Nevins [15, Ch. 17]. His reference suggests that the 
Club’s activities might already have been known in political circles. 
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Atkinson, who occasionally entertained the members at his home with 
a dinner cooked in his beloved Alladin oven, also hoped that their 
activities would not be confined to scholarly disputation, and in 1888 
he informed Laughlin that, in reply to some circulars he had des- 
patched, “very pleasant responses” had been received “from some of 
our members on the proposition to make the Political Economy Club 
a little more of a force” [2, Nov. 15, 1888].’* Atkinson’s exact inten- 
tion is unknown; but it is unlikely that he proposed to make the Club 
an organ of doctrinaire free trade opinion, for he regarded himself 
as one of the “lawless, outside, free lances on Economic Questions. . . . 
I don’t like the ‘Socialists of the Chair’ or the ‘Economists of the 
Closet,’® and had withdrawn from the free trade clubs in 1887 in 
order to promote moderate tariff reform, partly because of his posi- 
tion in the business community and partly “because I dislike and dis- 
approve of the methods of the doctrinaire free traders as much as I 
do those of the intolerant protectionists.””* 

Atkinson’s scheme was probably rejected, for the control of the 
Club’s affairs remained in the hands of the academic members. As 
early as December 1884 Newcomb expressed the opinion that the presi- 
dent should be elected annually by ballot, adding that “I feel a great 
deal of diffidence in presiding in the presence of such men as Wells, 
White and Sumner”;"" yet three years later his proposal to resign was 
unanimously rejected because, as Laughlin put it, “we are only too 
glad to have a double star at the head of our constellation to give up 
the chance so easily. Your reign is undisputed.””* 

Laughlin’s desire to preserve the Club’s original character and func- 
tion also explains his action in January 1888 when, as a result of the 
breakdown of his health and his sudden departure for Santo Domingo, 
he unceremoniously unloaded the secretarial duties on H. W. Farnam 
of Yale.** Farnam shared Laughlin’s sentiments, and consequently 


“His Alladin oven is described in Harold F. Williamson’s book [19, pp. 231-34]. 

* Atkinson to Richmond Mayo-Smith [2, June 16, 1890]. 

* Atkinson to Charles Nordhoff [2, June 1, 1885]. On another occasion he wrote to David 
A. Wells: “I think that the method adopted, of which Professors Perry and Sumner are the 
chief exponents, has done more to perpetuate a high tariff than have all the advocates of 
that system put together. When they lead people to think there is a profit in protection in 
excess of freedom they excite every unreasoning man to try to get a share of this profit” [2, 
Aug. 5, 1886}. Cf. [19, pp. 91-93, 135]. 

™ Newcomb to Laughlin [16, Dec. 1, 1884]. 

* Laughlin to Newcomb [16, Dec. 31, 1887]. 


* Laughlin to Farnam, Jan. 31, 1888, and Mar. 28, 1888 [9]. On Feb. 29, 1888 Farnam 
informed Horace White of Laughlin’s sudden departure and referred to Laughlin’s note 
“which may be taken, I presume, to be his last will and testament, and in which he con- 
stituted me his sole heir and legatee in the Secretaryship of the Political Economy Club.” 
Farnam added that this seemed inconsistent with the Club’s principles and with the mem- 
bers’ belief that “public office is a public trust,” but that in the emergency he was prepared 
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when Atkinson suggested that the Club should engage in publication 
Farnam demurred, on the grounds that its purpose was “mainly social” 
and that most of its members were relieved to belong to a body which 
did not exact that toll.”® Laughlin’s illness was only temporary, and he 
appears to have resumed his secretaryship in 1889, when Farnam went 
on an extended trip abroad. 

This effort to preserve the Club’s character by maintaining the con- 
tinuity of its management is curiously reminiscent of the early history 
of its chief rival, the American Economic Association, whose first presi- 
dent and secretary, F. A. Walker and R. T. Ely respectively, were 
retained in office for seven years. In the latter instance the principal 
motive was fear of outside intervention which might lead to control by 
the “old school” economists; whereas, in the case of a closed society 
like the Political Economy Club, the threat necessarily came from 
within. Yet the very diversity of the Club’s membership, which was at 
first almost evenly divided among professors, businessmen and journal- 
ists, proved to be the main safeguard, for once it had been launched 
as a private dining club no single group was strong enough to divert 
it into another channel. Admittedly, the older generation of economists 
consisted mainly of “practical” men who demonstrated comparatively 
little interest in theoretical problems, and who believed that their prin- 
ciples were directly applicable to current practice. But there was a 
variety of organizations especially designed and better equipped to 
engage in politico-economic propaganda; and by December 1884 the 
Political Economy Club’s membership included a strong contingent of 
young scholars whose divergent views on policy matters may have com- 
bined with their interest in broad questions of principle to keep it on 
the straight and narrow path of informal debate.” 

The most significant feature of this expanded membership is the in- 
clusion of such outspoken critics of the older generation of economists 
as H. C. Adams, R. T. Ely, and E. J. James, who were instrumental 
in in forming the association that eventually supplanted Laughlin’ s club 


to act “ultra vires.” In his letter of March 28th Laughlin apologized for his penciphiate action 
saying that without Farnam the Club “would have been dinnerless and abandoned to the 
storm of tariff discussion without a guide.” 

” Farnam to Atkinson [9, Jan. 9, 1889]. 


™ A list of members dated Dec. 30, 1884 included the following additional academic rep- 
resentatives: H. C. Adams, J. H. Canfield, R. T. Ely, H. W. Farnam, A. T. Hadley, E. J. 
James, A. L. Perry, R. Mayo-Smith. By 1887, A, L. Chapin, J. F. Colby and S. Macvane 
were also members, and E, R. A. Seligman joined early in 1888, (In some cases, e.g., Can- 
field, membership was purely nominal.) The 1887 list included the following nonacademic 
members: M. B. Anderson (President, University of Rochester); H. C. Burchard (Director 
of tne Mint); W. C. Ford (Chief of Statistics Bureau, Department of State); E. L. 
Godkin (Editor of the N.Y. Nation) ; A. S. Hewitt (ironmaster, later Mayor of New York) ; 
J. J. Knox (banker, former Comptroller of the Currency) ; M. Marble (newspaper editor) ; 
W. Minot, Jr.; and H. Villard (railroad promoter, financier). 


632 THE AMERICAN ECONOMIC REVIEW 


and caused i‘s decline, The presence of these up-and-coming young 
radicals in a body that has usually been regarded as the last bastion 
of the doctrinal establishment is eloquent testimony to the genuineness 
of Laughlin’s professed desire to form a representative, scientific or- 
ganization. It also provides an early example of the catholicity that 
subsequently impelled him, despite his own extreme conservatism, to 
include in his department at the University of Chicago such unorthodox 
colleagues as Davenport, Hoxie, Mitchell and Veblen.** Unfortunately 
there is little available information concerning the relations between 
members of the “old” and “new” schools of economics in the Political 
Economy Club, for it seems that the leading spokesmen for the younger 
generation only infrequently attended its meetings. Henry Carter 
Adams, for example, attended but once in April 1888 and again in 
April 1890, although the second occasion appears to have been con- 
vivial, for he told his mother: 


I had a headache most all day yesterday, perhaps it was on account of a 
dinner I went to of the “Economy Club” at Prof. Simon Newcomb’s.. . . 
I cared most to see the Hon. Hugh McCulloch; who was at the heart of 
the banking system during the war, and who has twice becn Secretary of 
the Treasury. He is not a great man in the sense that he is a great fighter; 
but he has been a very useful public servant, one that has been and is an 
honor to the country.”* 


By this time Adams was at the outset of his long and fruitful career as 
chief statistician to the Interstate Commerce Commission; moreover his 
even-tempered disposition, as well as his experience, must have helped 
him to enjoy and profit from the company of his elders. The inclu- 
sion of Ely, however, is particularly surprising, for he was the most 
hostile critic of economic orthodoxy, who subsequently became Laugh- 
lin’s béte noire and he was profoundly suspicious of some members of 
the older generation, It is, however, doubtful whether he ever appeared 
at the Club’s gatherings before 1892, for Farnam, who attended regu- 
larly and sometimes acted as host, did not meet Ely until the crucial 
Chautauqua meeting of the American Economic Association in that 
year.”* E. J. James, also repeatedly clashed with his fellow clubmen 
in print, and probably in person; and when F. A. Walker invited New- 
comb to a meeting at his house in 1888 he took the precaution of 
adding that “Dr. James is not to be here; so there will be no danger of 

™ Cf. [3, p. 94]. It is doubtful whether the seminal influence of this conflict of views and 
personalities has been fully recognized, Not only was Chicago the battleground, both liter- 
ally and figuratively, between the contending forces of Eastern conservatism and Midwestern 
radicalism ; but in addition, Laughlin was the original of the caricature of the typical ortho- 
dox economist at whom the young “institutionalists” directed their shafts. 

* H. C. Adams to Mrs, E. D, Adams [1, Apr. 14, 1890]. 

™ Farnam to E. R. A, Seligman [9, June 5, 1892]. 
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a riot.”’* Walker, himself, occupied a somewhat uneasy intermediate 
position between the two contending parties, for he was both a dis- 
tinguished representative of the older generation and the leader and 
sympathetic supporter of the “new school.” His heterodox monetary 
views brought him into conflict with other Club members over the 
question ‘of bimetallism, and the following complaint to Farnam indi- 


cates that his arguments with his more orthodox clubmates were some- 
times frustrating: 


I wish that half a dozen of us, representing different views of the subject, 
could get together sometime, without an Atkinson, without a Laughlin, 
and without a Horace White! and see exactly how far we agree and in 
precisely what we differ. Qualitatively, I think we should differ but little; 
and I am disposed to think that we could reach something like a rude ap- 
proximation to quantitative statements of the elements involved.” 


This letter suggests how difficult it was to get an impartial, scientific 
discussion of technical and contentious policy questions in a small, 
close-knit body like the Political Economy Club. Its gatherings were 
so intimate and personal that it was easy for men of forceful character 
and decided opinions, like Sumner, Wells, and White, to dominate its 
proceedings. Although Laughlin managed to prevent the Club from de- 
generating into a mere propaganda agency, his attempt to confine its 
attention to questions of principle proved unsuccessful.*’ The older 
generation of economists were, for the most part, practical men, who 
were experienced in public affairs but who usually lacked sound pro- 
fessional training in economics. They were “commanding men”—as 
A. T. Hadley, a conservative member of the younger generation, once 
admiringly remarked—who regarded economics as a body of concrete 


propositions from which definite, explicit policy conclusions could be 
drawn.”* 


™ Walker to Newcomb [16, Dec, 22, 1888]. For James’ clash with Newcomb, see [12]. 
These exchanges initiated the Science economic discussion in the following year. For a 


later clash between James and Atkinson, see Atkinson to James [2, Sept. 30, Oct. 14, and 
Oct. 20, 1887). 


™” Walker to Farnam [9, Sept. 17, 1896]. Laughlin may have been referring to the same 
kind of difficulty when he pressed Newcomb to attend a meeting at New Haven. “The new 
organization at Saratoga [i.e., the A.E.A.] will no doubt be discussed in our Club, and our 
objects may be defined. Be sure and come, We need your ‘scientific method.’” Laughlin to 
Newcomb [16, Sept. 26, 1885]. 

* A list of topics and dates of known meetings, is provided in the appendix. It was, how- 
ever, the approach rather than the nature of the topic that determined the character of the 
Club's proceedings. 

™ Cf. A. T. Hadley [10, p. 70]. This passage from his presidential address to the A.E.A. in 
1898, “The Relation Between Economics and Ethics,” clearly exemplifies the differences be- 
tween the older and the younger economists. Broadly speaking, Hadley preferred the wrong 
but consistent and explicit advice of the older group to the more cautious and vague ap- 
proach of the younger generation. In place of “a presumptuous claim of knowledge,” he 
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By contrast, the A.E.A. marked the emergence of a more mature, 
more complex, and more scholarly approach to economic thought. Al- 
though the Association’s founders were bold and even defiant in their 
hostility to the ruling orthodoxy, they were flexible and open-minded in 
their positive views. They differed indeed among themselves on basic 
questions of method, theory, and policy; but they shared a common 
desire to encourage scholarly investigation and the exchange of infor- 
mation, and they soon moderated their initial aggressive tone. As the 
Association’s membership expanded and it lost its reputation as an 
organ of a particular school or sect, its annual meetings provided an 
open forum in which any inclinations toward dogmatism were inhibited 
by the conventions of scientific procedure and the etiquette of formal 
debate. One wonders whether the same restraints existed in the meet- 
ings of the Political Economy Club. 

At the silver jubilee meeting of the A.E.A. in 1909, Laughlin main- 
tained that the Political Economy Club had failed to become the 
representative organ of American economics because it was “not com- 
prehensive enough for a country with an area as wide and with economic 
interests as diversified as those of the United States.”’® Yet this is an 
unsatisfactory explanation, for the Club included in its membership 
representatives of all but the most radical economic opinions even 
before the A..A, came into existence, and it continued to be more 
comprehensive—at least in its nominal membership—until 1888. Nor 
is it true to say that the older body was more restricted in its sphere of 
operations, for both groups met in Eastern seaboard centers until 1893, 
when they both met in Chicago during the World’s Fair. 

The most important difference between the two organizations lay 
neither in the range of their membership nor in the location of their 
meetings but in their readiness to accept new members and new ideas. 
Whereas the Political Economy Club continued to be a closed private 
club, many of whose members regarded themselves as custodians of 
“sound” economic doctrine, the A.E.A. from its inception aimed to 
recruit as many fee-paying members as possible, whether scholarly 
or not, and was almost equally acquisitive in its attitude to intellectual 
innovations, At first, it is true, the Association’s membership was small 
and many of its adherents were clergymen and reformers notable for 
their moral enthusiasm rather than for their scholarship. But before 
long its membership policy was vindicated; the initial distrust of the 


asserted, the new political economy “substitutes either controversies or confessions of ignor- 
ance.” For an excellent example of the merits and limitations of the older, more practical 
approach, see the admirable Ph.D, thesis by J. R. W. Leiby, published by Harvard in 1960 
[14]. 


* See discussion following [6]. 
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so-called “new” school of economics was gradually overcome, and the 
A.E.A, gained adherents from the ranks of the Political Economy Club 
as its more broad-minded members were reassured by their colleagues, 
such as Seligman, Mayo-Smith, and Walker, who already belonged to 
both societies.” By the end of the 1880’s the A.E.A. was already be- 
ginning to assume the role of leadership among American economists 
which it has occupied ever since; and when the British Economic 
Association (later the Royal Economic Society) was founded in 1890, 
the English “learned” society model was consciously rejected in favour 
of the open plan of the A.E.A.™ 

Thus the future lay with the A.E.A.; and the Political Economy 
Club, like its English counterpart, preserved its original form and 
function, Until 1892, when Laughlin, the secretary, became head of 
the department of economics at Chicago, the Club continued to meet 
regularly—usually three times a year in April, June and December— 
at the house of one of its members in New York, New Haven, Boston 
or some intermediate or adjacent point. In April 1890 its meeting was 
held at Newcomb’s house in Washington, and in April 1893 at the 
home of Stuart Wood in Philadelphia. With Laughlin’s move to the 
Middle West, however, the established pattern was disrupted, and 
although Laughlin periodically extended invitations to some of his 
former colleagues in the East, a surviving membership list for the mid- 
1890’s indicates that its support came entirely from Chicago and a few 
leading midwestern university centers.” The Political Economy Club 
still included a sizable proportion of businessmen; and as late as 1899 
even the A.E.A. was still making a strong appeal to the business com- 
munity and serious consideration was given to a proposal to elect a 
man of affairs, C. S. Fairchild, who had been Secretary of the Treasury 
under Cleveland, as its president.”* But the proposal was defeated, and 
the A.E.A. steadily became more national in its representation while 

” One example of contact in the Club which benefited the A.E.A. is afforded by the fol- 
lowing letter from Seligman to Ely dated Jan. 2, 1889: “I met Hadley at the Political 
Economy Club last Monday. When he heard that the ‘confession of faith’ had been dropped, 
he said he would join the Association gladly and that he proposed to take a warm interest 
in us and lend an active hand whenever possible. Put him down as a member” [20]. The 
“confession of faith” referred to is the Association's “Statement of Principles.” 

"See Albert Shaw [17]. 


" This undated list in Vol. ITI of the Scrap Books in the Ely Papers [8], includes the 
following university members: H. C. Adams and F. M. Taylor (Michigan); J. Cummings, 
H. R. Hatfield, J. L. Laughlin, T. B. Veblen (Chicago); R. T. Ely, B. H. Meyer, M. H. 
Robinson, W. A. Scott (Wisconsin); G. M. Fiske, D. Kinley (Illinois); W. W. Folwell, 
F. McVey (Minnesota); J. H. Gray (Northwestern). There were also nine members repre- 
senting manufacturing, railroading, or banking. 

™ See, for example, W. Willcox to C. Hull, Dec. 12, 1899, and J. B. Clark to Hull, Dec. 15 
and 23, 1899, A.E.A. papers [20]. The original suggestion came from F. W. Taussig of 
Harvard. 
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remaining academic in its outlook, and the Political Economy Club 
dwindled into insignificance.”* 


APPENDIX 


In a letter to Farnarn dated Jan. 12, 1895 (Farnam papers) Laughlin re- 
marked that there had been 26 meetings of the Club up to that time. He was 
then “getting the proceedings ready for the printer” (ibid., Jan. 7, 1895); but 
if printed, no copy seems to have survived. The following is a list of meetings, 
topics and speakers mentioned in surviving correspondence. 


Nov. 
Jun, 
Dec. 


Apr. 
Oct, 
Dee. 
Apr. 
Jun. 
Dec. 


Apr. 
Jun. 


Dec. 


Apr. 
Dec. 
Mar. 
Dec, 
Apr. 


Sept. 
Dec. 


30, 1883 
11, 1884 
30, 1884 


20 [?], 1885 
10, 1885 

27, 1887 

3, 1888 

23, 1888 

29, 1888 


23, 1889 
10 [?], 1889 


28, 1889 


13, 1890 
26, 1890 
31, 1891 
10, 1892 
8, 1893 


16, 1893 
31, 1895 


Inaugural meeting [at H. White’s?], New York. 

No details, 

New York, ‘The effect of machinery upon the eco- 

nomic interests of the labouring classes.” 

No details. 

At Farnam’s, New Haven. 

At C, F, Adams’, Boston, “The Treasury Surplus.” 

At Hewitt's, New York, “The New Tariff Bills.” 

At Tuxedo Park, “The Repercussions of Taxes,” 

At Walker's, Boston. [Hugh McCulloch on “Paper 
Money”? | 

“Trusts,” 

At Atkinson’s, Brookline, Mass., “The Single Tax,” 

introduced by White. 

New York, “The Silver Question in Great Britain and 
the U.S.A.” 

At Newcomb’s, Washington. 

No details, 

No details. 

No details. 

At Stuart Wood's, Philadelphia, “Has the gold stan- 

dard of value appreciated any since the demonetization 

of silver?” introduced by Newcomb. 

At Laughlin’s, Chicago. 

May 1902, and May 1903, All in Chicago. 
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COMMUNICATIONS 


The Golden Rule of Accumulation: A Fable for Growthmen 


Once upon a time the Kingdom of Solovia was gripped by a great debate. 
“This is a growing economy but it can grow faster,”” many argued, “Sustain- 
able growth is best,” came the reply, “and that can come only from natural 
forces,” 

A few called the debate growthmanship. But most thought it would be 
healthy if it led to a better understanding of Solovian growth. So the King 
appointed a task force to learn the facts of Solovian economic life. 

The committee reported that the labor force and population in Solovia grew 
exponentially at the rate y. The number of working Solovians, N;, at time ¢ 
was therefore given by 


(1) Ny = Noe™, > 0. 


The report expressed confidence that Solovia’s supply of natural resources 
would remain adequate. It portrayed a competitive economy making full and 
efficient use of its only scarce factors, labor and capital, in the production of a 
single, all-satisfying commodity. Returns to scale were observed to be con- 
stant, and capital and labor were found to be so substitutable that fears of 
technological unemployment were dismissed. 

The committee described the steady progress in Solovia’s ways of produc- 
tion. It estimated that the efficiency of Solovian capital was increasing at the 
rate A and that Solovian labor was improving at the rate p. A continuation of 
these rates of technical advance was anticipated. Therefore production, P;, at 
time ¢, was the following function of available capital, K;, and the current 
labor force: 


(2) P, = F Ky, A>0,p > 0. 


The report acknowledged further investigation of the’ production function 
might prove to be desirable. 

Then the task force approached the growth issue. It doubted that technolog- 
ical advance could be accelerated and it took no positive stand on popula- 
tion increase. If y , 4 and » were fixed parameters, then hope had to rest en- 
tirely on investment. While maintenance of the existing ratio of capital to 
labor would permit output per worker and per head to grow by virtue of 
technical progress, the report voiced the hope that higher incomes and perhaps 
a greater growth rate would be sought through a continuous increase in capital 
per worker, or what the task force called capital-deepening. It concluded by 
declaring the proper pace of capital-deepening to be a momentous question for 
Solovian political economy. 

The King commended the task force for its informative and stimulating re- 
port. He invited all his subjects to join in search of an optimal investment 
policy. Solovian theorists considered dozens of fiscal devices for their effi- 
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ciency, equity and effectiveness. Mathematicians, leading the quest for a 
growth strategy, grappled with extremals, functionals and Hamiltonians. Yet 
nothing practicable emerged. 

Then a policy-maker was heard to say, ‘Forget grand optimality. Solovians 
are a simple people, We need a simple policy. Let us require that the fraction 
of output accumulated be fixed for all time, that is: 

~ 
(3) —— =sP,, forall t,0 < s <1. 
dt 7 
If we make investment a constant proportion of output, our search for the 
idea investment policy reduces to finding the best value of s, the fixed in- 
vestment ratio.” 

“It’s fair,” Solovians all said. The King agreed. So he established a prize for 
the discovery of the optimum investment ratio. The prize was to be a year 
abroad to learn how advanced countries had solved the growth problem. 

Soon a brilliant peasant, Oiko Nomos, claimed the prize. Solovians laid 
down their tools, picked up pencils and pads, and converged on their capital 
to hear the proposed solution, 

Oiko spoke. “I begin with a definition. By a golden age I shall mean a dy- 
namic equilibrium in which output and capital grow exponentially at the same 
rate so that the capital-output ratio is stationary over time. This is precisely the 
pattern of growth which might emerge asymptotically from the regime contem- 
plated for Solovia where population growth and technical progress are ex- 
pected to be exponential and the investment ratio is to be fixed for all time. 

“Now I am obliged to make some assumptions which I hope later re- 
searches into the exact shape of our production function will support: 

“First, I assume that Solovia is capable of golden-age growth. This simply 
means that, corresponding to every investment ratio Solovia might adopt, 
there exists at least one capital-output ratio which, if established, will be ex- 
actly maintained by the dynamic equilibrium which follows from equations 
(1)-(3). 

“Second, I assume that Solovia’s golden-age growth rate is independent of 
its investment ratio We may call this growth rate, g, the natural rate of 
growth, in that it depends not upon our investment decisions but only upon 
,4,pand possibly certain parameters affecting the shape of the production 
function. The existence of a natural growth rate implies capital and labor are 
substitutable in such a way that the capital-output ratio can adjust to any 
value of s so as to equate the rate of capital growth, 

sP 


* to the natural rate of output growth, g. 
t 


“We can express the output of an economy in a golden age and having a 
natural growth rate by the equation: 


(4) P, = g>0 


where P, depends upon conditions at time zero. 
“‘We come now to a crucial notion. Consider an economy which lacks a defi- 
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nite beginning and which has always enjoyed golden-age growth at the nat- 
ural rate. It has traveled unswervingly up a single exponential path, a path 
stretching back indefinitely into the past. Along this path the output rate 
at any specified time (though not the rate of growth) depends, in general, 
upon the value of the equilibrium capital-output ratio. But this ratio depends 
upon the investment ratio that has reigned over the golden age; we noted 
earlier that under conditions of natural growth the capital-output ratio is 
simply: 
Py 


Therefore, the golden-age output rate at any time—the height of the growth 
path—is generally a function of the prevailing value of s. We can express 
this fact by replacing P, in (4) by the function f(s). Thus: 


(6) Py = 


“It has been observed that a large value of s corresponds to a small ratio of 
output to capital. Provided that the elasticity of output with respect to cap- 
ital is uniformly smaller than one, a seeming condition for stability, the smaller 
the ratio of output to capital, the larger must be the absolute magnitudes of 
both output and capital. Hence f’(s) > 0. 

“I shall call a golden age which lacks a definite beginning a boundless 
golden age. Such an age may be endless although that is not essential for the 
definition; but it must be endless looking backward. 

“And now, if these concepts are clear and my assumptions granted, I wish 
to introduce the following lemma.” 

“A lemma, a lemma,” the crowd shouted. It was plain that the Solovians 
were excited by the prospect. 

Oiko resumed. “The lemma: Each generation in a boundless golden age of 
natural growth will prefer the same investment ratio, which is to say the same 
natural growth path. 

“In deciding which growth path is best from its standpoint, a generation 
will look only at the amount of consumption which each path offers it. Given 
the constancy of s, every golden-age path is associated with a consumption 
path on which consumption grows exponentially at the same rate as output. 
Under conditions of natural growth, consumption along all these paths grows 
at the identical rate, g, so that these time paths of consumption cannot cross. 
Therefore, with resources limited, there must exist some uniformly highest, 
feasible consumption path. This dominant consumption path offers more con- 
sumption at every point in its history than any other natural-growth consump- 
tion path. All generations in such a history will naturally prefer this path, 
whence its corresponding investment ratio, to any lower consumption path. A 
rigorous demonstration is straightforward. 

“Take the consumption rate of the ‘generation’ in a boundless and natural 
golden age at time ¢. By (3) and (6), this is: 


(7) Ce = (1-5) 


\ 
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To find the value of s which maximizes C;, we take the derivative with re- 
spect to s and equate it to zero. This yields: 


(8) + (1-s) f’(s)e"* = 0. 


“It is apparent that upon dividing (8) by e®' all terms involving ¢ vanish. 
The solution of equation (8) is therefore independent of the ‘generation’ 
whose consumption we choose to maximize. The s which is optimal for one 
generation in a natural boundless golden age is optimal for all. This proves 
the lemma.” 

Cries of “What a lemma!” resounded in the capital and Oiko was heartened 
by the reception. Anticipation ran high when he moved to speak again. 

“And now I wish to announce a new and fundamental theorem. Theorem: 
Along the optimal golden-age path, under conditions of natural growth, the 
rate of investment is equal to the competitive rate of profits. 

“Choosing the best value of s is simple enough in principle. A high value 
of s will be associated with a high golden-age output path. But too high a 
value of s will leave too little output available for consumption. Characteriz- 
ing the exact optimum is a matter of calculus. 

“Rewriting (8) in the form: 


f'(s)s 
(8’) = 


‘Ls f(s) 


we find that the optimal ratio of investment to consumption equals what we 
may call the elasticity of golden-age output at time zero with respect to the 
investment ratio. Looking at (6), it is obvious that, for every investment 
ratio, this elasticity must be the same at all points (dates) along the asso- 
ciated golden-age path. If this were not so, the golden-age growth rate would 
depend upon the investment ratio, contrary to our assumption of natural 
growth. 

“The remaining task is to express this elasticity in explicit terms of the 
production function, and thus in terms of relative factor shares.' Now the 
production function indicates that f(s) = F(K», No). Next we use the golden- 


sP 
age capital-output relation in (5) to write Ky in the form mend, Upon making 


this substitution in the production function (2) we obtain an equation in 


golden-age output at time zero as function of itself, the investment ratio and 
the labor force: 


(9) f(s) = r( 


“Total differentiation of (9) with respect to s yields an equation in terms 
of Fx (Ko,No), the marginal productivity of capital at time zero: 


(10) p(s) = Pr + Fr p(s). 


* Oiko was seen at this point to wave gratefully to Richard Nelson for help with this proof. 
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Upon rearranging terms and using the capital-output relation (5) we find that 


f(s)s a Fx (Ko, No) Ko 
(11) = where a = ‘ 
a Py 


“Looking at (8’) and (11) we see easily that 
(12) s=a 


In competitive Solovia the variable a measures capital’s relative share in total 
output at time zero. Now we have observed that the elasticity of golden-age 
output with respect to the investment ratio is everywhere equal on any par- 
ticular golden-age path; it follows by (11) that a, the profit-income ratio, 
must also be constant along any particular golden-age path. Therefore, by 
(12), on the optimum natural growth path the investment ratio and the profit 
ratio are constant and equal. This proves the theorem. 

“We may call relation (12) the golden rule of accumulation, and with 
good reason. In a golden age governed by the golden rule, each generation in- 
vests on behalf of future generations that share of income which, subject to 
(3), it would have had past generations invest on behalf of it. We have shown 
that, among golden-age paths of natural growth, that golden age is best which 
practices the golden rule.” 

The Solovians were deeply impressed by Oiko and his theorems. But they 
were a practical people and soon full of queries. How, Oiko, does your theorem 
apply to Solovia? What must we do if we are not already on the golden-age, 
golden-rule path? Should we abide by the golden rule even when out of 
golden-rule equilibrium? 

“Perhaps,” Oiko replied. “We might attempt to approach the golden-rule 
path asymptotically. However I urge that we, in our lifetime, take whatever 
steps are required to place Solovia securely on the golden-rule path. Associated 
with that path is a unique capital-output ratio. If our present capital-output 
ratio is smaller, then our consumption must be slowed until our ratio is no 
longer deficient. If our present ratio exceeds the golden-rule ratio, then we 
must consume faster until our capital-output ratio is no longer excessive. 

“Once our capital-output ratio has attained its golden-rule value, we must 
make a solemn compact henceforth to invest by the golden rule. If the in- 
vestment ratio remains ever equal to the profit ratio, no generation in all the 
future of Solovia will ever wish we had chosen a different, successfully en- 
forced investment ratio. The foundations are thus laid for a quasi-optimal so- 
cial investment policy.” 

The crowd dispersed, happy for their Kingdom’s future. But there were skep- 
tics who reminded the King of Oiko’s assumptions. They questioned Solo- 
via’s immunity from technological unemployment. They wondered whether 
their production function admitted of a natural growth rate. So the King 
named a team of econometricians to investigate the shape of the Solovian 
production function. 

The King’s econometricians were eventually satisfied that production in Solo- 
via took place according to the Cobb-Douglas function: 


(2’) P, = 0O<a<l 


\ 
5. 
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where a, a fixed parameter, was the elasticity of output with respect to the 
capital stock. They preferred to write it in the form: 


(2") Ae. KiNt , where p = ak + (1-a)p. 


Solovians knew then they could have any capital-output ratio they desired, 
with full employment. The existence of a full-employment, golden-age equi- 
librium for every investment ratio was assured. Differentiating logarithmically, 
they quickly calculated from (1) and (2”) that in a golden age, capital 

et , 
and output would grow exponentially at the rate Scag independently 


of the investment ratio. Thus did Solovia discover her natural rate of growth. 
What a triumph for Oiko. His assumptions were completely vindicated. 

Joyously, the Solovians hurried to compute the golden-rule path. It did 
not take them long to realize that a was capital’s share. On the golden-rule 
path, s would equal a. Next, using (5), they divided @ by their natural 
growth rate to obtain the capital-output ratio on the golden-rule path. To 
their great relief, the resulting ratio exceeded their actual capital-ouput ratio 
by only a small factor. No wonder for they had invested most of their profits 
and consumed most of their wages anyway. 

With Oiko’s inspiring words still ringing in their ears, the Solovian people 
pressed the King for a program to attain the golden-rule path. So the King 
proclaimed golden-rule growth a national purpose and instituted special 
levies. Once the golden-rule path was reached, investment was continuously 
equated to profits and Solovians enjoyed, subject to (3), maximum social 
welfare ever after. 

EDMUND PHELPs* 


REFERENCES 


1. Joan Ropinson, The Accumulation of Capital. London 1956. 

2. R. M. Sotow, “A Contribution to the Theory of Economic Growth,” Quart. 
Jour. Econ., Feb. 1956, 70, 65-94. 

3. T. W. Swan, “Economic Growth and Capital Accumulation,” Econ. Rec- 
ord, Nov. 1956, 32, 334-61. 


* The author is assistant professor of economics at Yale University. 


The Bethlehem-Youngstown Case and 
the Market-Share Criterion 


One of the most important unsolved problems in antitrust policy concerns 
the precise significance of the market share of the defendant in determining 
whether or not certain violations have occurred. Under Section 2 of the 
Sherman Act [1], it is apparently no longer true (if it ever was) that one-firm 
production of some (unspecified) large percentage of any more or less homoge- 
neous product is usually sufficient to prove violation and justify dissolution. 
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But beyond this, the content of the law remains uncertain. The leading re- 
cent decision [10] leaves unsettled two key points of interpretation: (1) the 
definition of ‘“‘market control” or “monopoly power” as a necessary element 
in violation; (2) the need for some additional factor—such as exclusionary 
practices—to complete the crime of monopolizing.' 

At least until the new Section of the Clayton Act [2]? is interpreted by the 
Supreme Court, the role of the market-share concept in merger regulation must 
be similarly uncertain. However, the administration of the new Section 
[7, p. 519] and in particular the interpretation accepted by the District Court 
in what seems to be the major relevant case [9] tend to support the belief 
that this role will be of great practical significance in the treatment of “hori- 
zontal” mergers. It may well be that in this area the law will prohibit those 
mergers, and only those mergers, which would combine suppliers of “large” 
percentages of the output of some “product,” or would increase the share of the 
“product” accounted for by a firm with an already “large” existing share. The 
aspects of the Bethlehem-Youngstown decision which appear to support such 
a prediction are, first, the amount of attention devoted to the definition of 
markets and to the calculation of the shares in these markets accounted for 
by the participants in the proposed merger, both individually and in combina- 
tion; and, second, the treatment of the degree of concentration in the industry 
as a factor relevant to legality. 

Let it be said at once that the same practical outcome—that is, the decision 
to enjoin the merger—could very likely have been wholly justified without 
any reference to shares or concentration, and this indeed without adducing any 
evidence not cited by Judge Weinfeld. It is what appears to be the main 
line of argument, rather than the resulting action, which can be criticized on 
economic grounds. This main line of argument is discussed in the first section 
of the present study. The second section outlines certain objections to the 
policy implied by this argument. Finally, an alternative approach to the prob- 
lem of merger control is suggested. 


*In this proceeding, the majority held that the duPont company did have “monopoly 
power” over the cellophane market, but held this fact to be irrelevant on the ground that 
the market which should be considered relevant is not the cellophane market but that for 
“flexible packaging material.” In general, the relevant market should, the court held, include 
“commodities reasonably interchangeable by consumers for the same purposes.” As to the 
need for some other element in addition to monopoly power, the Cellophane decision does 
not expressly reject the court’s “conclusion in prior cases that when an alleged monopolist 
has power over price and competition, an intention to monopolize in a proper case may be 
assumed”; but it is also pointed out that at least one of the framers of the Sherman Act 
certainly intended that “something like” exclusionary practices must be employed by an 
alleged monopolist before he could be convicted under Section 2. Since the Cellophane de- 
cision hinges on a finding that no monopoly power existed, the question of completion of 
the crime is not directly at issue. 

*In 1950, Section 7 of the original 1914 Act was strengthened by an amendment making 
it applicable to acquisitions of assets as well as of securities; eliminating the provision which 
limited the “substantial lessening of competiton” relevant under the Act to that “between 
the acquiring and the acquired corporation”; and substituting the phrase “in any line of 
commerce in any section of the country” for the older “in any community” as a description 
of the sector of commerce within which illegal restraint might occur. 
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I. The Court’s Argument 


There is no doubt that Judge Weinfeld considered the definition of the af- 
fected markets to be one of the two most important questions to be considered 
in applying Section 7. In denying a motion for summary judgment, he de- 
clared [8, p. 879]: 


In broad outline, the essential ultimate issues which the Court is called 
upon to determine and as to which the Government has the burden of 
proof in order to sustain its charge that the proposed merger comes with- 
in the prohibition of Section 7 are: the line or lines of commerce and the 
section or sections of the country in which the effects of the merger may 
be felt, or as phrased by the Supreme Court, the relevant market—‘the 
area of effective competition” [11, p. 593]—and whether the merger may 
substantially lessen competition or tend to create a monopoly. 


The main decision itself is to a large extent devoted to the selection of “lines 
of commerce” and “sections of the country” with reference to which the pro- 
spective impact of the proposed merger is to be measured. 

Perhaps the most interesting aspect of this part of the decision is its attempt 
to distinguish between the market definition relevant under Section 2 of the 
Sherman Act and that appropriate under Section 7 of the Clayton Act—a dis- 
tinction which would, in brief, make “reasonable interchangeability” the 
proper classificatory guide in the former context as against “peculiar charac- 
teristics and uses” in the latter. The significance of both definitions lies, of 
course, in their use to delimit the nature and quantity of outputs to be in- 
cluded in the global total—“the area of effective competition”—with 
which the defendants’ outputs are to be compared. Needless to say, the defini- 
tional distinction made in Bethlehem-Youngstown does not indicate the real 
or purported discovery of some new economic principle which would take the 
place of substitutability in indicating competitiveness among the products 
of different firms. The distinction serves rather to epitomize the doctrine that 
a (somehow) different view of market definition is appropriate under Section 7 
than under Section 2 of the Sherman Act, and in particular that the Cellophane 
case is not a proper precedent in cases involving the former Section. On this 
point, the decision reads [9, pp. 593-94, note]: 


. .. the basic issue in the Cellophane case was that of monopoly power 
and the Supreme Court expressly limited the market definition there to 
the monopolization clause of §2 of the Sherman Act. There is a basic 
distinction between §2 of the Sherman Act and §7 of the Clayton Act. 
Further, monopoly power was defined by the Supreme Court in the Cello- 
phane case as “the power to control prices or exclude competition.” 
Obviously, when the question is power over price, substitute products 
may be relevant because they can limit that power. The issue under §7 
. .. is not whether a merger may result in a company having power over 
price or the power to exclude competition . . . [it] is whether there is a 
reasonable probability of a substantial lessening of competition. There 
can be a substantial lessening of competition with respect to a product 
whether or not there are reasonably interchangeable substitutes. The 
merger of two producers of a product may substantially lessen competition 
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or tend to create a monopoly in the market for that product even 
though it does not substantially lessen competition or tend to create a 
monopoly in the broader market embracing all the products which are 
reasonably interchangeable with that product. . . . This does not, how- 
ever, mean that interchangeability can be ignored—a high degree of 
interchangeability may under certain circumstances make it more or 
less the same product. [Citations omitted. | 


A simpler and, in the long run, probably more expedient way around the 
Cellophane doctrine would appear to have been available: that is, to accept 
the general relevance of imperfect substitutes in assessing the competitive 
position of a given firm (as is done by indirection in the last sentence of the 
passage quoted); but to require a smaller percentage share for a violation of 
Section 7 of the Clayton Act than would be necessary under the antimonopoli- 
zation law. For the argument used here tends to undermine the entire ortho- 
dox rationale for the consideration of market shares in merger cases: If “the 
power to control prices or exclude competition” is not at issue under Section 
7, then why invoke the elaborate apparatus of market definition and percent- 
age share computation which is alleged to be specifically designed to measure 
“market control” or “monopoly power”—i.e., the power to control prices or 
exclude competition? Why not, for example, simply demonstrate that the two 
steel companies were satisfactory alternative sources of supply of the same or 
substitute products to some of the same buyers, and that the purchases of 
these buyers were “substantial” in terms of money value? Let me hasten 
to say that I do not believe that the orthodox case is valid under either Section: 
I merely mean to suggest that the attempted distinction does not seem entirely 
consistent with the rest of the Bethlehem-Youngstown decision. 

At any rate, it does not appear that this decision has furnished an accept- 
able rule for market definition in merger cases which is any more satisfactory in 
practice—that is, any more objectively determinate—than that which would 
be appropriate under Section 2 of the Sherman Act. The suggestion that com- 
petition among imperfect substitutes can always be ignored under Section 7 
must, of course, be rejected. A merger involving two producers of imperfect 
substitutes obviously could have as much anticompetitive impact, in depriving 
buyers of alternative independent sources of effective substitutes, as a mer- 
ger between producers of perfect substitutes. And if it is admitted that the im- 
perfect competition between the participants must be considered in deter- 
mining their premerger competitive relations, then it must also be admitted 
that imperfect competition between the participants, on the one hand, and 
the firms remaining outside, on the other, must be considered in assessing the 
expected competitive status of the proposed combination. 

An “asymmetrical” market definition—one which would use one criterion 
for interparticipant competition and another for competition between the par- 
ticipants and outsiders——cannot be defended in any way that I can see. In 
some circumstances, admitting the relevance of nonhomogeneous competi- 
tion will tend to weaken the case against a proposed merger by enlarging the 
admitted area of competition remaining after the merger, without any com- 
mensurate increase in the estimated amount of interparticipant competition 
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(which the merger would quash). In other circumstances, the effect may be 
reversed. The choice of market definition, like the choice of a maximum 
legal percentage for market share, remains subject to the same basic uncer- 
tainty here as under the Sherman Act. 

The purpose of the “line-of-product” discussion in the Bethlehem-Youngs- 
town decision was to define statistical categories of output in order that the 
sales of each output by the participant firms might be compared, in a given 
area, with the corresponding total sales figure for all producers. Since it was 
quite properly concluded that the steel companies compete for business 
throughout the United States, subareas were selected simply by choosing sec- 
tions accounting for a large proportion of total sales, and of the sales of each 
defendant. The “appropriate relevant markets” finally arrived at are as follows 
[9, p. 603]: 


(1) the iron and steel industry, 
(2) hot rolled sheets, 
(3) cold rolled sheets, and 
(4) hot rolled bars, in 
(a) the United States as a whole, 
(b) the northeast quadrant of the United States, 
(c) Michigan, Ohio, Pennsylvania, and New York, 
(d) Michigan and Ohio, 
(e) Michigan, and 
(f) Okio 
(5) buttweld pipe, 
(6) electricweld pipe, 
(7) seamless pipe, 
(8) oil field equipment, 
(9) oil field equipment and supplies, 
(10) tin plate, and 
(11) track spikes, in 
(a) the United States as a whole. 


The list does not purport to exhaust the areas of competition among the par- 
ticipant firms. 

At the beginning of the present study, it was suggested that the Bethlehem- 
Youngstown case tends to support an interpretation of the law which could 
prohibit only those mergers which combine suppliers of “large” percentages of 
the output of some “product” or increase the share of a firm with an already 
“large” existing share. On the other hand, it must be admitted that the 
percentages at issue in this case, while certainly large as compared with the 
negligible share attributable to the member of a pure-competition industry, are 
small compared to the shares considered significant in Sherman Act cases, as 
may be seen in the accompanying tables (Tables 1 and 2). This relative 
smallness becomes more impressive when it is noted that the proposed merger 
was found to be (prospectively) in violation of the statute in each of the mar- 
kets considered. The essential point is, however, that some minimum share may 
well be crucial in the law’s application; furthermore, what may be large 
enough for one judge may be much too small for another. 
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TABLE 1—PERCENTAGE OWNERSHIP OF INDUSTRY CAPACITY TO PRODUCE FOR THE 
TWELvE LARGEsT STEEL Propucers (1957) 


Per Cent of Industry Capacity 
Company (Ingots) 
U. S. Steel Corporation 29.7 
Bethelehem Steel Company 15.4 
Republic Steel Corporation 8.3 
Jones and Laughlin Steel Corporation 4.9 
Youngstown Sheet and Tube Company 4.7 
National Steel Corporation 4.6 
Armco Steel Corporation 4.5 
Inland Steel Corporation 4.1 
Colorado Fuel and Iron Corporation 2.1 
Wheeling Steel Corporation 1.6 
Sharon Steel Corporation 1.4 
Ford Motor Co. 1.4 


Source: [9, p. 585]. 


Nowhere in the decision is it actually stated that elimination of an inde- 
pendent source of an appreciable supply of a given product is insufficient to 
make a merger illegal if the resulting market share is not large enough. More- 


TABLE 2—PERCENTAGE OF INDUSTRY SHIPMENTS ACCOUNTED FOR BY BETHLEHEM 
AND YOUNGSTOWN, CALENDAR YEAR 1955 (Except As NOTED) 


Bethlehem Youngstown 
Hot Rolled Sheets 20.1 5.7 25.8 
Cold Rolled Sheets 16.9 7.7 24.6 
Hot Rolled Bars 16.9 4.4 21.3 
Track Spikes 19.1 9.9 29.0 
Tin Mill Products* 16.3 5.3 21.4 
Buttweld Pipe 11.1 13.6 24.7 
Seamless Pipe 4.1 8.0 12.1 
Electricweld Pipe 1.3 6.9 8.2 


* Principally tin plate. 

» 1957 figures. Bethlehem has been producing electricweld pipe in commercial quantities 
only since May 1957. 

Source: (9, p. 606}. 

Note: On page 614 of the decision, it is noted that ““Bethlehem’s supply stores accounted 


for 5.7% and Youngstown’s for 6.7% of total industry sales” of oil field equipment and sup- 
plies in 1956. 


over, it is expressly found, and therefore presumably considered relevant, 
that an amount of direct competition both absolutely and relatively substan- 
tial would be eliminated by the merger of the two steel companies.’ However, 


*“About 75 per cent of the combined capacity of Bethlehem and Youngstown for the 
production of finished steel products is represented by products which both companies pro- 
duce and sell in common. In 1955 the combined sales of Bethlehem and Youngstown of these 
common products amounted to approximately $1.5 billion” [9, p. 586]. 
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Judge Weinfeld’s general statement of the meaning of the statute leaves this 
question in doubt;* and, as has been noted, the extended consideration of 
market shares and the emphasis on the concentration ratio tend to support 
the view suggested here. If it had been desired merely to show competitiveness 
between the two participants, this could have been accomplished without 
any excursion into the theory and practice of market definition. It would have 
been necessary only to show that some nonnegligible amount of dollar sales 
by each company was accounted for by orders for which the other company 
was a significant competitor: that is, for which the buyers would have sub- 
stituted the other company’s product, had it been offered at the lowest cost- 
covering price, if the actual seller had withdrawn his supplies. (This suggested 
definition of “significant competitiveness” will be further discussed in Part III, 
below.) 

Since it would not be necessary in this connection to calculate the degree 
of monopoly power resulting from the merger, or to predict the extent. to which 
buyers are probably going to be worse or better off, there would be no need to 
define the relevant market, or to attempt to measure the effectiveness of com- 
petition either before or after the combination. Similarly, differences of opinion 
regarding the precise boundaries of competitive areas would not present cru- 
cial difficulties. It would be sufficient to show that there is some area of sig- 
nificant competition (as defined above) which would be eliminated by the 
proposed merger. 

Apart from the significance attributed to the market shares accounted for 
by the participants themselves, and hence to the proposed merged firm, the 
decision apparently ascribes an independent importance to concentration of 
ownership in the steel industry as a whole: that is, to the fact that the con- 
centrating effect of the merger would be added to an already high degree of 
over-all concentration. The following quotation illustrates this point [9, pp. 
604-5] :5 


A major purpose of Section 7 is to ward off the anticompetitive effects 
of increases “in the level of economic concentration resulting from cor- 
porate mergers and acquisitions” [12, p. 3]... . If Bethlehem were to 
acquire Youngstown the Big Two would have 50 per cent [of the national 


*“There may be a substantial lessening of competition or tendency to monopoly when a 
merger substantially increases concentration, eliminates a substantial factor in competition, 
eliminates a substantial source of supply, or results in the establishment of relationships be- 
tween buyers and sellers which deprive their rivals of a fair opportunity to compete” [9, 
p. 603]. 

* The following statement should also be considered in this connection [9, p. 583]: “A fair 
reading of both the Senate and House Committee Reports [regarding the 1950 amendment 
of Section 7] leaves no doubt as to its major objectives. As stated in those Reports they 
were, in some instances in haec verba, (1) to limit future increases in the level of economic 
concentration resulting from corporate mergers and acquisitions; (2) to meet the threat 
posed by the merger movement to small business fields and thereby aid in preserving small 
business as an important competitive factor in the American economy; (3) to cope with 
monopolistic tendencies in their incipiency and before they attain Sherman Act proportions; 
and (4) to avoid a Sherman Act test in deciding the effects of a merger.” An intent to deter 
concentration does not, of course, justify limiting antimerger action to those cases where 
significant concentration exists or threatens to occur. 


650 THE AMERICAN ECONOMIC REVIEW 


steel market]. . . . In sum, the merger of Bethlehem and Youngstown 
would bring together the second and sixth largest integrated steel com- 
panies with 23,000,000 and 6,500,000 tons of ingot capacity, respectively, 
giving Bethlehem almost 21 per cent of industry capacity. This would 
add substantially to concentration in an already highly concentrated in- 
dustry and reduce unduly the already limited number of steel companies. 
The merger would increase concentration in the hands of the Big Four 
and the next three companies after U.S. Steel by 4.6 percentage points, 
which would be the greatest increase in concentration in the iron and 
steel industry [roughly, in any decade] from 1901 to 1958 . . . with the 
exception of the decade 1920 to 1930 when Bethlehem and other large 
companies were engaged in a series of important mergers and acquisitions. 


Only if at least one of the participants is relatively large can an over-all in- 
dustrial concentration ratio be significantly affected by a merger. It is for this 
reason that the emphasis on the over-all ratio tends to reinforce the probable 
legal importance of the market shares of the participants. 

Some aspects of the treatment of concentration in the Bethlehem-Youngs- 
town decision may be thought of as differentiating this case from the general 
run of mergers, and as limiting the applicability of its doctrine to firms which 
are absolutely large [9, p. 586], show a past history of growth through merger 
[9, pp. 586-87], and are in industries where entry is extraordinarily difficult 
[9, pp. 606] or which are already characterized by a high degree of concentra- 
tion, (On the other hand, the presence of “vertical” anticompetitive aspects 
[9, pp. 611-15] does not serve to differentiate this case, since prospective vio- 
lation was found in several markets unaffected by these aspects.) However, it 
is hardly to be expected that Section 7 is henceforth to be enforced only with 
respect to giants in concentrated industries, or that an entirely different set 
of principles will be used with respect to nongiants. A somewhat less drastic 
differentiation appears more likely. For example, a larger share of the market, 
on the part of one or both participants, may well turn out to be legal in indus- 
tries of smaller size, more favorable entry characteristics and less concentra- 
tion, and with respect to applicants with little or no past history of growth 
through merger. Such a development as this would still leave the concept of 
market share in a key position in the application of Section 7. 


II. Objections to the Court’s Argument 


There are three main objections to injecting the question of market share 
into the regulation of mergers. The first is that the definition of the relevant 
market and the determination of a proper limit for the share of any one firm 
are essentially wide-open questions, not subject to judicial determination in 
any one case and not subject to discovery by examination of similar past in- 
stances and averaging the results. The second is that the injection of this con- 
cept may very well unduly limit the application of the statute so that eco- 
nomically undesirable mergers may be permitted to escape its prohibition; 
moreover, it is also possible that certain economically desirable mergers may 
be prevented. The third is that these fundamental faults do not appear to be 
balanced by any compensating advantage. Certainly at least some of the 
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advantages claimed for the suggested doctrine turn out upon examination to 
be nonexistent. These three objections will be discussed in turn. 

As has been pointed out above, the question of market definition and deter- 
mination of a proper limit for the share to be accounted for by any one firm is 
no less difficult here than under the Sherman Act. Moreover, the use of market 
share as a policy guide appears to have no real economic justification under 
either statute. In connection with monopolizing or merger, such a justification 
can hardly be found in any analogy with the virtually negligible share of in- 
dustrial supply attributable to the pure competitor. Nor does it appear that a 
justification can be found in terms of the theory of “workable competition.” As 


I have written [6, pp. 298-99] in connection with Section 2 of the Sherman 
Act, this theory: 


as applied to the antitrust problem issues in little more than a generalized 
prescription that any group of goods that “we think of as the ‘same’ 
product” should be sold by more than one firm (or “a considerable num- 
ber of firms”) none of which accounts for a “large” percentage of sales. 
In this form, the doctrine is too vague and too unreliable to be of use as 
a policy guide: too vague, because of the indistinct boundaries of the 
“product” concept fixing the area to be considered as within the industry 
(i.e., belonging to the relevant market), because of the lack of any clue 
as to how many competitors within this boundary would be sufficient 
or as to what percentage of sales would be too large for any one firm, and 
because of the uncertain status (if any) given to the competition of sub- 


stitutes outside the industry; too unreliable, because the mere counting 
of firms and figuring of percentages within any defined area of produc- 
tion is not an accurate measure of either the stimulus to the producer or 
protection to the consumer afforded by the presence and/or possibility of 
competition. 


In view of the failure of these attempts to trace a dependable causal con- 
nection between market share and economic performance, with results suit- 
able for use as a legislative or judicial guide, it is not surprising that more re- 
cent advocates of a policy of deconcentration have preferred to defend their 
proposals on essentially political grounds. Thus, Kaysen and Turner, in a work 
[4] which I have discussed in detail elsewhere [5], assert their belief that the 
adoption of improved economic performance as the primary goal of antitrust 
policy would “present definitional and administrative problems of such mag- 
nitude that consistent and sensible enforcement would be well-nigh impos- 
sible” [4, p. 49]. Their own program of deconcentration is justified as a means 
of eliminating “unreasonable market power’”—an entity whose operational 
definition turns out to be rather complicated, but which appears to occur when- 
ever a business management exercises some degree of continuing discretion 
with regard to price policy, and cannot prove that the ability to exercise this 
discretion arises from one or some of a short, enumerated list of causal factors 
[4, pp. 265-70]. The following passage sets forth their reasons for regarding 
the elimination of this “power” as a proper primary target for antitrust policy 
[4, pp. 48-49]: 


Our positive reasons rest ultimately on a value judgment. The most im- 
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portant aspect of the competitive process is that it is self-controlling with 
regard to private economic power. For all the important qualifications 
and limitations of the doctrine of the invisible hand which modern 
economic analysis has produced, that doctrine remains the basic politi- 
cal justification for an enterprise economy in which major economic 
decisions are compelled and coordinated through the market. It is the 
fact that the competitive market compels the results of its processes 
which is the ultimate defense against the demand that economic de- 
cisions be made or supervised by politically responsible authorities. With- 
out such market compulsion, that demand appears ultimately irresistible 
in a society committed to representative government. 


It does not seem likely that this sort of demand will in fact be made; but be 
that as it may, the primary objective of the suggested policy is clearly to avoid 
certain alleged political dangers rather than to improve the functioning of 
markets in an economic sense. 

The second argument against the percentage-share limitation is the practical 
consequence of the first: that is, that its economic influence may well be un- 
desirable. A merger need not be relatively large-scale in order to be economi- 
cally objectionable. The absorption of a small maverick by an average-sized 
competitor may easily have a more harmful effect than the marriage of two 
apathetic giants, in that in the former instance a promising source of new 
techniques of production or product variation, or of independent price experi- 
mentation, may be removed from the scene, whereas the latter might well 
leave everything essentially the same. Again, the disappearance of a firm is per- 
haps seldom just a matter of subtracting one from a list of sources of identical 
goods; there are in many cases certain needs, certain markets, which are less 
well served after any merger. There is, moreover, the ever-present possibility 
that the small firm might grow because of its superior merit. That this possibil- 
ity cannot be predicted or assessed in advance does not make it any less real 
or important. Where a firm disappears as a result of losing business to its com- 
petitors, there is a presumption that these competitors’ relative growth at the 
expense of the defunct firm is accompanied by some superiority in product or 
price; as will be pointed out below, there is no such presumption in connection 
with disappearance by merger. 

In support of a policy of permitting all relatively small-scale mergers, cer- 
tain arguments are frequently advanced which on examination do not appear 
valid. It is said that such a policy is necessary (1) to permit transactions that 
bring about cost savings and/or product improvements; (2) to provide that 
free market for the disposal of business assets which is necessary to promote 
maximum mobility of resources and justified investment of capital [7, p. 493]; 
and (3) to bring the treatment of mergers into line with the treatment of other 
restraints of trade which are subject to equally vague permissive limits.* The 
first point is cogent only with respect to mergers not merely sufficient but 
actually mecessary to bring about the improvements involved. Should these 
instances turn out to be frequent enough or important enough individually to 


* See, for example, the discussion of “exclusive dealing” in [3]. 
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warrant a modification of antimerger policy for their accommodation, there 
seems to be no reason to suppose that an appropriate modification would take 
the form of a percentage-share limitation, A similar observation applies to the 
narrowing of the asset market by prohibiting firms from selling out to their com- 
petitors. Indeed, if the price offered by a competitor is markedly above that 
available from others, does not the excess probably represent the “protective” 
value to the competitor of removing independent competition, and permitting 
its payment therefore an undesirable method of promoting liquidity? If, on the 
other hand, the excess is due to considerations of superior efficiency, this 
case reduces to that identified by the first point, and could be dealt with (if 
necessary) by the same policy modification, As to the third point, suffice it to 
say that the value of these other percentage criteria is at least as doubtful as 
the value of those applied to mergers. 

On the other hand, some relatively large-scale mergers may be economically 
desirable, in the sense that they are necessary to produce an otherwise unavail- 
able economic benefit. To the extent. that such transactions are prevented by 
a policy of merger control based on a percentage-share criterion, the results of 
such a policy are disadvantageous. It would seem, on the basis of present evi- 
dence, that this sort of effect would not often occur; however, its possibility 
certainly should not be ignored. 


Ill. Proposed Basis for Merger Regulation 


Although there seems to be no economic case for a policy of merger regula- 
tion aimed at limitation of the share of a given market accounted for by one 
firm, there is an alternative basis which appears to be more promising. 
This rationale is based on the general economic case against practices restricting 
the choices open to sellers or buyers: that is, against activities by which a seller 
(or buyer) makes it more difficult—or impossible—for buyers (or sellers) to 
obtain access to the products of (or to sell to) his independent competitors. 
In brief, acquisition of a competitor may, by depriving some set of buyers of 
a formerly available source of supply, enable the acquiring firm to charge a 
higher price and/or to make an alteration in product (broadly defined so as 
to include all the nonprice aspects of his sales) which would not otherwise 
have been profitable. Unless the merger is necessary for the achievement of 
cost reductions or product improvement, it can be shown that, if actual (un- 
restricted) expenditures and revenues are acceptable indicators of the costs 
and benefits of any resulting change in output, the increase in net profit accru- 
ing to the combined firm as a result of such a stratagem is almost certain to be 
less than the losses incurred by others; indeed, this is almost self-evident, 
since any such output change would ex hypothesi produce no net revenue gain 
in the absence of restriction. (Increased profits from higher prices on out- 
puts which would have been sold anyway, however, represent merely trans- 
fers of income from buyer to seller, without any net benefit or loss.) The argu- 
ment is essentially the same as the general case supporting free entry and 
free mobility of resources, and is open to the same objections; if the general 
case is accepted, so is the case for an antirestrictive merger policy. 
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There appears to be a considerably greater probability of net economic loss 
when a competitor is eliminated by merger than when he is displaced through 
loss of business to other firms. Product change and/or price reduction would 
almost certainly be necessary to attract customers away from an existing firm 
and thus to eliminate it by simple displacement. Except in instances of cut- 
throat tactics, which should be dealt with directly in law, simple growth 
through displacement of competitors does not imply net economic loss even 
though the choice of firms available to customers is thereby rendered less ex- 
tensive. It is otherwise with mergers, which will be undertaken if the total pro- 
spective gains——possibly originating wholly or in large part from the protected 
status to be obtained thereby-—appear sufficient to cover whatever incidental 
costs may arise, and if a suitable distribution of the proceeds can be agreed 
upon. This does not mean, of course, that no merger could result in economic 
gains sufficient to justify it regardless of an appreciable protective effect, but 
only that we cannot presume that any merger will have some desirable results, 
as we can in the case of simple expansion, 

For reasons admirably set forth by Markham |7, pp. 493-95] it seems prob- 
able that few mergers can be shown to be indispensable to the production 
of cost savings or other economic benefits. Thus, to prohibit mergers between 
firms significantly competitive with one another might well be the best avail- 
able course. 

The chief conceptual problem connected with such a policy is the provision 
of a suitable definition of “significant competitiveness.” It is necessary to 
draw a definite and defensible line between the competitiveness which will 
make a merger subject to legal control and the general competitiveness be- 
tween each pair of firms in the economy; and the rough distinction between 
“potential” and “actual” competition is not sufficiently precise to serve this 
purpose. It has been suggested (in Section 1) that the legal test of significant 
competitiveness among merger participants be satisfied by a showing that 
some nonnegligible amount of dollar revenues of one participant is accounted 
for by sales for which buyers would have substituted the other participant’s 
product, had it been offered at the lowest cost-covering price, if the actual 
seller had withdrawn his supplies. In a sense, this test is an indicator of poten- 
tial rather than actual competition. Not actual price relationships nor imme- 
diate product availability are referred to in assessing competitiveness, but 
rather the possibility of substitution of the products of firm A for those of firm 
B under the most favorable conditions for such substitution, given the 
actual costs and (with an exception to be noted below) the product-lines 
of firm A. But some such set of conditions must be chosen in any assessment 
of competitiveness. 

Since only one firm can in fact supply each particular shipment actually 
bought, eny criterion of competitiveness relates to potential rather than actual 
substitution; and potential substitution—or substitutability—has different 
meanings according to the conditions under which the opportunity for substi- 
tution is supposed to take place. If we attempt to assess competitiveness, or 
potential substitution, while allowing for all possible readjustments in the pro- 
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duction plan and cost levels of the competitors, we soon see that not only pro- 
ducers of similar products but also every entrepreneur, and indeed every poten- 
tial entrepreneur, must be accounted a significant competitor, On the other 
hand, to regard firms as competitive only where they are so evenly matched that 
the buyer must flip a coin to choose between them is most certainly to under- 
estimate the extent of effective competition—i.e., the area in which the exist- 
ence of a particular competitive source exerts a limiting effect on the willingness 
of the supplier to raise prices or reduce quality. 

What is needed here is an indicator of effective competition between the 
firms in question in so far as this competitiveness exceeds the “background 
level” of potential competition—-the competition of entrepreneurs in general— 
which may be regarded as practically unaffected by the disappearance of any 
one firm. Thus, while a merger of two firms in dissimilar and noncompetitive in- 
dustries would not be ordinarily regarded as having any significant anti- 
competitive impact, an indicator of effective competition should take into ac- 
count potential product-lines which the firm in question is able to enter more 
quickly or more efficiently than the average potential new entrant into the 
field. Effects too small to justify the cost of policing and prosecution could 
presumably be eliminated from consideration by exempting transactions in- 
volving companies below a certain minimum size. (This discussion has re- 
ferred only to the horizontal aspect of mergers; a vertical integration may have 
an entirely dissimilar anticompetitive effect.) 

It should be remembered that any proposed expansion is not blocked by 
denial of permission to acquire a competitér, but simply confined to a channel 
where it cannot ordinarily take place unless accompanied by some desirable 
consequences. Moreover, it is often possible to achieve substantial cost sav- 
ings by eliminating duplicate facilities and by limited cooperation short of 
merger. In these instances, proper policy would prevent merger but would not 
prevent these economies. Many of the advantages brought about by rail con- 
solidation are examples of this sort of saving. 

Alternatively, if future experience should suggest a need for selective per- 
mission of some mergers between competitors, a screening process could be 
set up, perhaps to be administered by the Federal Trade Commission, with 
the burden of proof on the applicant firms to show that their merger measures 
up to the rigorous test of indispensability, Permission for an anticompetitive 
merger might well be followed by special surveillance for a period of years 
with a view to determining whether or not price control should be instituted. 

Finally, in spite of the above-mentioned presumption that the expansion of 
a firm which occurs through simple growth rather than combination, and 
without cutthroat tactics, is economically justified, there appear to be good 
grounds for some sort of limit on the size of the individual enterprise, a limit 
which may or may not require present embodiment in law. The psychological 
costs involved in such a limit may perhaps be minimized by avoiding its 
formulation in absolute terms; I do not mean to suggest that a satisfactory 
result cannot be achieved by a policy of gradual braking on expansion rather 
than building a blank wall. From the economic point of view, it is evidently 
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very desirable that what has been termed the background level of potential 
competition be kept high: that is, that each existing firm be always kept 
aware of the possibility of new competition originating outside the circle of 
his existing significant competitors, if any, ready to materialize in the event of 
unsatisfactory performance by the incumbent. A limitation on the size of 
individual enterprises would serve this end by helping to insure the mainte- 
nance of many independent sources of productive factors, including initiative 
and financing, in sufficient abundance to make their influence felt in every 
market. 

From a broader point of view, such a limitation would help to insure the 
existence of “many” independent sources of employment and income in 
order to prevent, or to reduce to a minimum, coercion of the individual in mat- 
ters rightfully reserved to his own judgment. I trust there is no need to labor 
this point in principle. What is desired is that each man threatened with dis- 
missal or refused employment can in the majority of cases (preferably in all 
cases) find alternative employment. The important thing is not, of course, 
merely the number of available alternative employers, but also their collective 
capacity for hiring. (That is, if 99 per cent of the total jobs in the country 
were controlled by one employer, it would be of little importance that the re- 
maining 1 per cent were controlled by a thousand employers, The probability 
that a man dismissed by the giant could find a job with another employer 
would still be small, since the total number of “independent” jobs would be 
relatively small.) Therefore, what would be called for would be a limit-— 
formally elastic or otherwise—on the percentage of the jobs within the politi- 


cal unit (i.e.; unit of free migration) which is controlled by any single em- 
ployer or other entity—e.g., a single trade union. 


Lucite Suepparp Kryrs* 


* The author is an economist specializing in problems of economic regulation, Her resi- 
dence is in Washington, D.C. 
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A Theory of Optimum Currency Areas 


It is patently obvious that periodic balance-of-payments crises will remain 
an integral feature of the international economic system as long as fixed ex- 
change rates and rigid wage and price levels prevent the terms of trade from 
fulfilling a natural role in the adjustment process. It is, however, far easier to 
pose the problem and to criticize the alternatives than it is to offer construc- 
tive and feasible suggestions for the elimination of what has become an 
international disequilibrium system.’ The present paper, unfortunately, illus- 
trates that proposition by cautioning against the practicability, in certain 
cases, of the most plausible alternative: a system of national currencies con- 
nected by flexible exchange rates. 

A system of flexible exchange rates is usually presented, by its propo- 
nents,” as a device whereby depreciation can take the place of unemployment 
when the external balance is in deficit, and appreciation can replace inflation 
when it is in surplus. But the question then arises whether all existing na- 
tional currencies should be flexible. Should the Ghanian pound be freed to 
fluctuate against all currencies or ought the present sterling-area currencies re- 
main pegged to the pound sterling? Or, supposing that the Common Market 
countries proceed with their plans for economic union, should these countries 
allow each national currency to fluctuate, or would a single currency area be 
preferable? 

The problem can be posed in a general and more revealing way by defining 
a currency area as a domain within which exchange rates are fixed and asking: 
What is the appropriate domain of a currency area? It might seem at first that 
the question is purely academic since it hardly appears within the realm of 
political feasibility that national currencies would ever be abandoned in 
favor of any other arrangement. To this, three answers can be given: (1) Cer- 
tain parts of the world are undergoing processes of economic integration and 
disintegration, new experiments are being made, and a conception of what 
constitutes an optimum currency area can clarify the meaning of these experi- 
ments. (2) Those countries, like Canada, which have experimented with 
flexible exchange rates are likely to face particular problems which the theory 
of optimum currency areas can elucidate if the national currency area does not 
coincide with the optimum currency area. (3) The idea can be used to illus- 
trate certain functions of currencies which have been inadequately treated in 
the economic literature and which are sometimes neglected in the considera- 
tion of problems of economic policy. 


* I have analyzed this system in some detail in [7]. 
* See, for example [1] [3] [5]. 
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I. Currency Areas and Common Currencies 


A single currency implies a single central bank (with note-issuing powers) 
and therefore a potentially elastic supply of interregional means of payments. 
But in a currency area comprising more than one currency the supply of inter- 
national means of payment is conditional upon the cooperation of many 
central banks; no central bank can expand its own liabilities much faster than 
other central banks without losing reserves and impairing convertibility.* This 
means that there will be a major difference between adjustment within a cur- 
rency area which has a single currency and a currency area involving more than 
one currency; in other words there will be a difference between interregional 
adjustment and international adjustment even though exchange rates, in the 
latter case, are fixed. 

To illustrate this difference consider a simple model of two entities (regions 
or countries), initially in full employment and balance-of-payments equilib- 
rium, and see what happens when this equilibrium is disturbed by a shift of de- 
mand from the goods of entity B to the goods of entity A. Assume that 
money wages and prices cannot be reduced in the short run without causing 
unemployment, and that monetary authorities act to prevent inflation. 

Suppose first that the entities are countries with national currencies. The 
shift of demand from B to A causes unemployment in B and inflationary 
pressure in A.* To the extent that prices are allowed to rise in A the change in 
the terms of trade will relieve B of some of the burden of adjustment. But if 
A tightens credit restrictions to prevent prices from rising all the burden of ad- 
justment is thrust onto country B; what is needed is a reduction in B’s real 
income and if this cannot be effected by a change in the terms of trade—be- 
cause B cannot lower, and A will not raise, prices——it must be accomplished 
by a decline in B’s output and employment. The policy of surplus countries 
in restraining prices therefore imparts a recessive tendency to the world econ- 
omy on fixed exchange rates or (more generally) to a currency area with many 
separate currencies.® 

Contrast this situation with that where the entities are regions within a 
closed economy lubricated by a common currency; and suppose now that the 
national government pursues a full-employment policy. The shift of demand 
from B to A causes unemployment in region B and inflationary pressure in 
region A, and a surplus in A’s balance of payments.® To correct the unemploy- 
ment in B the monetary authorities increase the money supply. The monetary 
expansion, however, aggravates inflationary pressure in region A: indeed, the 

* More exactly, the rates at which central banks can expand monetary liabilities depend on 
income elasticities of demand and output elasticities of supply. 

* For present purposes inflation is defined as a rise in the prices of home-produced goods. 


* The tendency of surplus countries to control (what is, from a national point of view) 
inflation can be amply documented from United States and French policy in the 1920’s and 
West Germany policy today, But it is unfortunate that a simple change in world relative 
prices is interpreted, in the surplus countries, as inflation. 


*Instructive examples of balance-of-payments problems between different regions of the 


United States can be found in [2, Ch. 14] For purposes of this paper regions are defined as 
areas within which there is factor mobility, but between which there is factor immobility. 
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principal way in which the monetary policy is effective in correcting full em- 
ployment in the deficit region is by raising prices in the surplus region, turning 
the terms of trade against B. Full employment thus imparts an inflationary 
bias to the multiregional economy or (more generally) to a currency area with 
common currency. 

In a currency area comprising different countries with national currencies the 
pace of employment in deficit countries is set by the willingness of surplus 
countries to inflate. But in a currency area comprising many regions and a 
single currency, the pace of inflation is set by the willingness of central au- 
thorities to allow unemployment in deficit regions. 

The two systems could be brought closer together by an institutional 
change; unemployment could be avoided in the world economy if central 
banks agreed that the burden of international adjustment should fall on sur- 
plus countries, which would then inflate until unemployment in deficit coun- 
tries is eliminated; or a world central bank could be established with power 
to create an international means of payment. But a currency area of either 
type cannot prevent both unemployment and inflation among its members. 
The fault lies not with the type of currency area, but with the domain of the 
currency area, The optimum currency area is not the world. 


Il. National Currencies and Flexible Exchange Rates 


The existence of more than one currency area in the world implies (by defi- 
nition) variable exchange rates. In the international trade example, if demand 
shifts from the products of country B to the products of country A, a depre- 
ciation by country B or an appreciation by country A would correct the ex- 
ternal imbalance and also relieve unemployment in country B and restrain in- 
flation in country A. This is the most favorable case for flexible rates based on 
national currencies. 

Other examples, however, might be equally relevant. Suppose that the world 
consists of two countries, Canada and the United States, each of which has 
separate currencies. Also assume that the continent is divided into two re- 
gions which do not correspond to national boundaries—the East, which pro- 
duces goods like cars, and the West, which produces goods like lumber prod- 
ucts. To test the flexible-exchange-rate-argument in this example assume that 
the United States dollar fluctuates relative to the Canadian dollar, and that an 
increase in productivity (say) in the automobile industry causes an excess de- 
mand for lumber products and an excess supply of cars. 

The immediate impact of the shift in demand is to cause unemployment 
in the East and inflationary pressure in the West, and a flow of bank re- 
serves from the East to the West because of the former’s regional balance-of- 
payments deficit. To relieve the unemployment in the East the central banks 
in both countries would have to expand the national money supplies, or to 
prevent inflation in the West, contract the national money supplies. (Mean- 
while the Canada-United States exchange rate would move to preserve equi- 
librium in the national balances.) Thus, unemployment can be prevented in 
both countries, but only at the expense of inflation; or, inflation can be re- 
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strained in both countries but at the expense of unemployment; or, finally, the 
burden of adjustment can be shared between East and West with some un- 
employment in the East and some inflation in the West. But both unem- 
ployment and inflation cannot be escaped. The flexible exchange rate system 
does not serve to correct the balance-of-payments situation between the two 
regions (which is the essential problem) although it will do so between the 
two countries; it is therefore not necessarily preferable to a common currency 
or national currencies connected by fixed exchange rates. 


Ill. Regional Currency Areas and Flexible Exchange Rates ! 


The preceding example does not destroy the argument for flexible exchange 
rates, but it might severely impair the relevance of the argument if it is applied 
to national currencies. The logic of the argument can in fact be rescued if na- 
tional currencies are abandoned in favor of regional currencies. 

To see this suppose that the “world” reorganizes currencies so that Eastern 
and Western dollars replace Canadian and United States dollars. Now if the 
exchange rate between the East and the West were pegged, a dilemma would 
arise similar to that discussed in the first section. But if the East-West ex- 
change rate were flexible, then an excess demand for lumber products need 
cause neither inflation nor unemployment in either region, The Western dollar 
appreciates relative to the Eastern dollar thus assuring balance-of-payments 
equilibrium, while the Eastern and Western central banks adopt monetary pol- 
icies to ensure constancy of effective demand in terms of the regional curren- 
cies, and therefore stable prices and employment. 

The same argument could be approached from another direction. A system 
of flexible exchange rates was originally propounded as an alternative to the 
gold-standard mechanism which many economists blamed for the world-wide 
spread of depression after 1929, But if the arguments against the gold standard 
were correct, then why should a similar argument not apply against a com- 
mon currency system in a multiregional country? Under the gold standard 
depression in one country would be transmitted, through the foreign-trade mul- 
tiplier, to foreign countries. Similarly, under a common currency, depression in 
one region would be transmitted to other regions for precisely the same rea- 
sons. If the gold standard imposed a harsh discipline on the national economy 
and induced the transmission of economic fluctuations, then a common cur- 
rency would be guilty of the same charges; interregional balance-of-payments 
problems are invisible, so to speak, precisely because there is no escape from 
the self-adjusting effects of interregional money flows. (It is true, of course, 
that interregional liquidity can always be supplied by the national central 
bank, whereas the gold standard and even the gold-exchange standard were 
hampered, on occasion, by periodic scarcities of internationally liquid assets; 
but the basic argument against the gold standard was essentially distinct from 
the liquidity problem.) 

Today, if the case for flexible exchange rates is a strong one, it is, in logic, 
a case for flexible exchange rates based on regional currencies, not on national 
currencies, The optimum currency area is the region. 
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IV. A Practical Application 


The theory of international trade was developed on the Ricardian assump- 
tion that factors of production are mobile internally but immobile internation- 
ally. Williams, Ohlin, Iversen and others, however, protested that this assump- 
tion was invalid and showed how its relaxation would affect the real theory of 
trade. I have tried to show that its relaxation has important consequenceg also 
for the monetary theory of trade and especially the theory of flexible exchange 
rates. The argument for flexible exchange rates based on national currencies 
is only as valid as the Ricardian assumption about factor mobility. If factor 
mobility is high internally and low internationally a system of flexible ex- 
change rates based on national currencies might work effectively enough. But 
if regions cut across national boundaries or if countries are multiregional then 
the argument for flexible exchange rates is only valid if currencies are reorgan- 
ized on a regional basis, 

In the real world, of course, currencies are mainly an expression of national 
sovereignity, so that actual currency reorganization would be feasible only if 
it were accompanied by profound political changes. The concept of an opti- 
mum currency area therefore has direct practical applicability only in areas 
where political organization is in a state of flux, such as in ex-colonial areas 
and in Western Europe. 

In Western Europe the creation of the Common Market is regarded by many 
as an important step toward eventual politial union, and the subject of a 
common currency for the six countries has been much discussed, One can 
cite the well-known position of J. E. Meade [4, pp. 385-86], who argues 
that the conditions for a common currency in Western Europe do not exist, 
and that, especially because of the lack of labor mobility, a system of flexible 
exchange rates would be more effective in promoting balance-of-payments 
equilibrium and internal stability; and the apparently opposite view of Tibor 
Scitovsky |9, Ch. 2]’ who favors a common currency because he believes that 
it would induce a greater degree of capital mobility, but further adds that steps 
must be taken to make labor more mobile and to facilitate supranational em- 
ployment policies. In terms of the language of this paper Meade favors na- 
tional currency areas while Scitovsky gives qualified approval to the idea of 
a single currency area in Western Europe. 

In spite of the apparent contradiction between these two views, the concept 
of optimum currency areas helps us to see that the conflict reduces to an em- 
pirical rather than a theoretical question. In both cases it is implied that an 
essential ingredient of a common currency, or a single currency area, is a high © 
degree of factor mobility; but Meade believes that the necessary factor mo- 
bility does not exist, while Scitovsky argues that labor mobility must be im- 
proved and that the creation of a common currency would itself stimulate 
capital mobility. In other words neither writer disputes that the optimum cur- 
rency area is the region—defined in terms of internal factor mobility and ex- 
ternal factor immobility—but there is an implicit difference in views on the 


* These statements of course cannot do full justice to the arguments of Meade and Scitov- 
sky. 
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precise degree of factor mobility required to delineate a region, The question 
thus reduces to whether or not Western Europe can be considered a single re- 
gion, and this is essentially an empirical problem. 


V. Upper Limits on the Number of Currencies and Currency Areas 


A dilemma now arises: Factor mobility (and hence the delineation of re- 
gions) is most usefully considered a relative rather than an absolute concept, 
with both geographical and industrial dimensions, and it is likely to change 
over time with alterations in political and economic conditions. If, then 
the goals of internal stability are to be rigidly pursued, it follows that the 
greater is the number of separate currency areas in the world, the more suc- 
cessfully will these goals be attained (assuming, as always, that the basic 
argument for flexible exchange rates per se is valid). But this seems to imply 
that regions ought to be defined so narrowly as to count every minor pocket 
of unemployment arising from labor immobility as a separate region, each of 
which should apparently have a separate currency! 

Such an arrangement hardly appeals to common sense. The suggestion re- 
flects the fact that we have, thus far, considered the reasons for keeping cur- 
rency areas small, not the reasons for maintaining or increasing their size. 
In other words we have discussed only the stabilization argument, to which 
end it is preferable to have many currency areas, and not the increasing costs 
which are likely to be associated with the maintenance of many currency areas. 

It will be recalled that the older economists of the nineteenth century were 


internationalists and generally favored a world currency. Thus, John Stuart 
Mill wrote | 6, p. 176]: 


. . « So much of barbarism, however, still remains in the transactions 
of most civilised nations, that almost all independent countries choose 
to assert their nationality by having, to their own inconvenience and 
that of their neighbours, a peculiar currency of their own. 


Mill, like Bagehot and others, was concerned with the costs of valuation and 
money-changing, not stabilization policy, and it is readily seen that these 
costs tend to increase with the number of currencies. Any given money qua 
numeraire or unit of account fulfills this function less adequately if the prices 
of foreign goods are expressed in terms of foreign currency and must then be 
translated into domestic currency prices. Similarly, money in its role of 
medium of exchange is less useful if there are many currencies; although the 
costs of currency conversion are always present, they loom exceptionally large 
under inconvertibility or flexible exchange rates. (Indeed, in a hypothetical 
world in which the number of currencies equaled the number of commodities, 
the usefulness of money in its roles of unit of account and medium of ex- 
change would disappear, and trade might just as well be conducted in terms 
of pure barter.) Money is a convenience and this restricts the optimum number 
of currencies. In terms of this argument alone the optimum currency area is the 
world, regardless of the number of regions of which it is composed. 

There are two other factors which would inhibit the creation of an arbi- 
trarily large number of currency areas. In the first place markets for foreign 
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exchange must not be so thin that any single speculator (perhaps excepting 
central banks) can affect the market price; otherwise the speculation argument 
against flexible exchange rates would assume weighty dimensions. The other 
argument limiting ‘‘Balkanization” concerns the very pillar on which the flex- 
ible exchange-rate argument rests. The thesis of those who favor flexible ex- 
change rates is that the community in question is not willing to accept varia- 
tions in its real income through adjustments in its money wage rate or 
price level, but that it is willing to accept virtually the same changes in its 
real income through variations in the rate of exchange. In other words it is 
assumed that unions bargain for a money rather than a real wage, and adjust 
their wage demands to changes in the cost of living, if at all, only if the cost- 
of-living index excludes imports. Now as the currency area grows smaller and 
the proportion of imports in total consumption grows, this assumption becomes 
increasingly unlikely. It may not be implausible to suppose that there is some 
degree of money illusion in the bargaining process between unions and 
management (or frictions and lags having the same effects), but it is unrealistic 
to assume the extreme degree of money illusion that wouid have to exist in 
small currency areas. Since the necessary degree of money illusion becomes 
greater the smaller are currency areas, it is plausible to conclude that this also 
imposes an upper limit on the number of currency areas. 


VI. Concluding Argument 
The subject of flexible exchange rates can logically be separated into two 


distinct questions.The first is whether a system of flexible exchange rates can 
work effectively and efficiently in the modern world economy. For this to be 
possible it must be demonstrated that: (1) an international price system 
based on flexible exchange rates is dynamically stable after taking speculative 
demands into account; (2) the exchange rate changes necessary to eliminate 
normal disturbances to dynamic equilibrium are not so large as to cause violent 
and reversible shifts between export and import-competing industries (this is 
not ruled out by stability); (3) the risks created by variable exchange rates 
can be covered at reasonable costs in the forward markets; (4) central banks 
will refrain from monopolistic speculation; (5) monetary discipline will be 
maintained by the unfavorable political consequences of continuing deprecia- 
tion, as it is to some extent maintained today by threats to the levels of foreign 
exchange reserves; (6) reasonable protection of debtors and creditors can be 
assured to maintain an increasing flow of long-term capital movements; and 
(7) wages and profits are not tied to a price index in which import goods are 
heavily weighted. I have not explicitly discussed these issues in my paper. 

The second question concerns how the world should be divided into currency 
areas. I have argued that the stabilization argument for flexible exchange 
rates is valid only if it is based on regional currency areas. If the world can be 
divided into regions within each of which there is factor mobility and between 
which there is factor immobility, then each of these regions should have a 
separate currency which fluctuates relative to all other currencies. This carries 
the argument for flexible exchange rates to its logical conclusion. 

But a region is an economic unit while a currency domain is partly an ex- 
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pression of national sovereignty. Except in areas where national sovereignty 
is being given up it is not feasible to suggest that currencies should be re- 
organized; the validity of the argument for flexible exchange rates therefore 
hinges on the closeness with which nations correspond to regions, The argu- 
ment works best if each nation (and currency) has internal factor mobility 
and external factor immobility. But if labor and capital are insufficiently mo- 
bile within a country then flexibility of the external price of the national 
currency cannot be expected to perform the stabilization function attributed 
to it, and one could expect varying rates of unemployment or inflation in the 
different regions. Similarly, if factors are mobile across national boundaries 
then a flexible exchange system becomes unnecessary, and may even be 
positively harmful, as I have suggested elsewhere.* 

Canada provides the only modern example where an advanced country has 
experimented with flexible exchange rates. According to my argument the 
experiment should be largely unsuccessful as far as stabilization is concerned. 
Because of the factor immobility between regions an increase in foreign de- 
mand for the products of one of the regions would cause an appreciation of the 
exchange rate and therefore increased unemployment in the remaining re- 
gions, a process which could be corrected by a monetary policy which aggra- 
vated inflationary pressures in the first region; every change in demand for 
the products in one region is likely to induce opposite changes in other re- 
gions which can not be entirely modified by national stabilization policies. 
Similarly the high degree of external capital mobility is likely to interfere with 
stabilization policy for completely different reasons: to achieve internal sta- 
bility the central bank can “Iter credit conditions but it is the change in the ex- 
change rate rather than the alteration in the interest rate which produces the 
stabilizing effect; this indirectness conduces to a cyclical approach to equi- 
librium. Although an explicit empirical study would be necessary to verify that 
the Canadian experiment has not fulfilled the claims made for flexible ex- 
change rates, the prima facie evidence indicates that it has not. It must be 
emphasized, though, that a failure of the Canadian experiment would cast 
doubt only on the effectiveness of a flexible exchange system in a multire- 
gional country, not on a flexible exchange system in a unitary country.® 

Ropert A. MUNDELL* 

*In my paper, “The Monetary Dynamics of International Adjustment Under Fixed and 
Flexible Exchange Rates,” [8], I advanced the argument that stabilization policy would be 
more difficult under fixed exchange rates if short-term capital were immobile than if it were 
mobile, and more difficult under flexible exchange rates if capital were mobile than if it 
were immobile. Although the method of analysis was fundamentally different the conclu- 
sions support the hypothesis of this paper that the fixed-exchange-rate system is better 
within areas where factors are mobile and the flexible-exchange-rate system is better for 


areas between which factors are immobile. The argument of my other paper imposes an 
additional argument against increasing the number of currencies. 

* Other economists have advanced arguments in favor of Balkanization of multiregional 
countries (see for example, A. D. Scott [10]); and the argument for regional currency areas 
adds to the list; but, as Scott is careful to emphasize, no country can make such decisions 
on purely economic grounds. 


*The author is an economist in the Special Research Section of the International 
Monetary Fund. 
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Institutional Affiliation of the Contributors to 
Three Professional Journals 


Two analyses of the institutional affiliations of authors of economics papers 
have appeared in past issues of the American Economic Review. One made 
some years ago referred to the origins of the participants (excluding the dis- 
cussants) in the programs of the American Economic Association meetings 
for the five-year period 1950-54 [2]. A more recent one analyzed the affilia- 
tions of the contributors to the AER (apart from the Proceedings) for the dec- 
ade 1950-59 [1]. Some interesting observations can be made by comparing 
the two studies. The omission of some schools in both cases is rather surpris- 
ing. Fusfeld’s list of the institutions who contributed two or more papers to 
the American Economic Association meetings over the five-year period did 
not include schools like Princeton University or Johns Hopkins University. 
Cleary and Edwards’ list of institutions who aggregated 100 or more pages in 
the AER over the ten-year period did not mention schools like Columbia Uni- 
versity or Duke University. With regard to the ranking of the institutions ac- 
cording to the volume of their aggregate contribution, the results are equally 
striking. In the case of the Proceedings, Harvard University, the University 
of California, the University of Chicago, and Columbia University top the 
list. In the case of the regular quarterly issues of the AER, the University of 
California, the Massachusetts Institute of Technology, Stanford University, 
and the University of Chicago ranked as the most important originators. From 
the four institutions that did not repeat in the top four, Columbia was conspicu- 
ously absent from the Cleary and Edwards’ list while Harvard University 
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ranked ninth out of eighteen institutions. In Fusfeld’s list of fifteen institu- 
tions, on the other hand, Stanford University ranked ninth while the Massa- 
chusetts Institute of Technology was eleventh. The purpose of this note is to 
attempt to bridge the gap between the two analyses by extending the in- 
quiry to include two other professional journals. The Journal of Political 
Economy and the Quarterly Journal of Economics were chosen because they 
both cover approximately the same general sphere of interest as the AER. 

In the decade 1950-59 there were 298 contributors to the JPE affiliated 
with 100 different institutions and 329 contributors to the QJE affiliated with 
109 institutions. The contributors included in this analysis are the authors of 
articles, review articles, notes, communications, comments and memorials. 
Consequently, our definition of a contribution (or title) excludes the correc- 
tions, replies and rejoinders that the original author made. Likewise ordinary 
book reviews were not included. Defined as above, the JPE included 352 titles 
encompassing 4652 pages and the QJE 368 titles with 6291 pages. The 
averages® for the JPE were 15.6 pages per author and 1.2 titles per author, 
while for the QJE were 19.1 and 1.1 respectively. The share of the top 25 
contributors in the JPE was 1295 pages and 79 titles, which amounted to 27.8 
per cent of the total pages and 22.4 per cent of the total titles. For the QJE the 
top 25 contributors were responsible for 1357 pages and 57 titles, or 21.6 and 
15.5 per cent of the respective totals.* This indicates a somewhat heavier 
reliance on the top 25 authors in the case of the JPE rather than in the case 
of the QJE or the AER. In the latter, the top 25 contributors accounted for 
20 per cent of the total pages and 15 per cent of the total titles [1, p. 1011]. 

The problem of co-authorship made aggregation of the contributions that 
were associated with each institution complicated. The solution of Cleary 
and Edwards was followed and a page rather than a title count was taken. 
When a contribution was written by more than one author associated with 
different institutions, the number of pages was divided equally among the au- 
thors’ institutions. The institutions from which contributions aggregating more 
than 100 pages originated are shown in Tables 1 and 2 for the JPE and QJE 
respectively. 

As it might be expected, the University of Chicago dominated the contribu- 
tions to the JPE with 15.6 per cent of the total pages while Harvard Univer- 
sity dominated the contributions to the QJE with 14.5 per cent. This heavy 
concentration of authors in one institution for each journal leaves its imprint 
on the picture given by the share that is contributed by the top four institu- 
tions taken together. In the case of both the JPE and the QJE, authors at 
four institutions contributed nearly one-third of the total pages. The same 


*A total of 554 different authors contributed the titles of the two journals. The number 
of authors who had contributions in both the JPE and QJE was 73. 

* These averages are simple arithmetic means. 

* Nobody appeared in both lists among the top 25 contributors. Similarly, none of the top 
25 contributors for any list collaborated with each other, although six of the 25 for the JPE 
list collaborated with some of the 273 others and five of the 25 in the QJE list collaborated 
with some of the 304 others. 
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TABLE 1—INSTITUTIONAL AFFILIATION OF AUTHORS WHO TOGETHER 
ContrisuTep 100 Paces on More To tHe JPE, 1950-59" 


Number of Per Cent of 


Institution Pages Total Pages 


University of Chicago 726 
Stanford University 205 
Columbia University 203 
Massachusetts Institute of Technology 163 
Duke University 161 
University of Wisconsin 139 
University of California, Berkeley 132 
Northwestern University 123 
Federal Government and Semigovernmental Organizations 112 
Vanderbilt University 111 
University of California, Los Angeles 107 
University of Washington 105 


OwFr 


2287 
Others 2365 


Ss 
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Total 4652 


®* Computed by dividing the number of pages in each contribution by the namie of ‘esthen 
and adding the shares according to the institutional affiliation of each author. 


TABLE 2—INSTITUTIONAL AFFILIATION OF AUTHORS WHO TOGETHER 
ContrisuTep 100 Paces or More TO THE QJE, 1950-59" 


Number of Per Cent of 


Institution Pages Total Pages 


Harvard University 915 
University of California, Berkeley 452 
Massachusetts Institute of Technology 317 
Columbia University 212 
Princeton University 174 
Carnegie Institute of Technology 168 
Federal Government and Semigovernmental Organizations 161 
University of Michigan 151 
University of Wisconsin 130 
Stanford University 129 
University of Washington 111 
Vanderbilt University 109 
Federal Reserve System 104 


> 
wn 
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3133 
Others 3158 


Total 6291 


* Computed by dividing the number of pages in each contribution by the number of authors 
and adding the shares according to the institutional affiliation of each author. 
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share of total titles was contributed by authors at four institutions in the case 
of the Proceedings. In the AER, however, the four institutions that topped 
the list accounted for only a little over one-fifth of the total pages. It so appears 
that there was more concentration of authors in a small number of institutions 
in the case of the Proceedings, the JPE and the QJE than in the case of the 
AER. 

Table 3 shows the institutions that appeared in all three lists, having con- 
tributed 100 pages or more to each of the three journals, the AER, the JPE 
and the QJE. 


TaABLe 3—INSTITUTIONAL AFFILIATION OF AUTHORS WHO TOGETHER 
ContrisuTED 100 Paces or More To tHe AER, JPE QJE, 1950-59 


Number of Per Cent of 


Institution Total Pages Total Pages 


University of California, Berkeley 976 
Massachusetts Institute of Technology 843 
Stanford University 643 
University of Wisconsin 427 
Vanderbilt University 332 


Total 3221 19 


Total in Three Journals 16,607 100.0 


Source: Tables 1 and 2; R. Cleary and J. Edwards [1, Table 1). 

The University of Chicago and Harvard University do not appear in Table 3 because each 
was absent from the list of institutions originating contributions to the journal associated 
with the other institution. 


Table 4 purports to correct for this bias. It shows the institutions that con- 
tributed an aggregate of 300 pages or more to the three journals, whether they 
appeared in all three lists or not. Sixteen institutions accounted for a little 
over one-half of the total pages contributed in the AER, JPE and QJE to- 
gether. 

The examination of three professional journals, rather than one, confirms the 
results of Fusfeld’s analysis. All four institutions that contributed about one- 
third of the papers in the case of the Proceedings in the period 1950-54, ap- 
peared also in the list of six institutions that contributed just less than one- 
third of the total pages in the three professional journals in the period 1950-59. 
Fusfeld, on the basis of the above results, raised the implication of parochial- 
ism against the program chairmen of the American Economic Association meet- 
ings [2, p. 644]: 


It is the feeling of this observer that the methods of selecting speakers 
are inadequate. The chairmen of the various sessions have no way of 
learning, aside from hearsay, what economists outside the large uni- 
versities are working on; and people working in a particular field have 
no way of learning what subjects are to be taken up in next year’s meet- 
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TABLE 4— INSTITUTIONAL AFFILIATION OF AUTHORS WHO CONTRIBUTED 300 PAGES 
or More to tHe AER, JPE anp QJE Comsrnen, 1950-59 


Number of Per Cent of 


Institution Total Pages | Total Pages 


Harvard University 1184 
University of Chicago 1018 
University of California, Berkeley 976 
Massachusetts Institute of Technology 843 
Stanford University 643 
Columbia University 497 
University of Michigan 462 
University of Wisconsin 427 
Federal Government and Semigovernmental Organizations 394 
Carnegie Institute of Technology 359 
Yale University 355 
University of California, Los Angeles 353 
Princeton University 347 
Federal Reserve System 342 
Johns Hopkins University 334 
Vanderbilt University 332 


Total 8,866 


uv 
w 


Total in Three Journals 16,607 


Source: Tables 1 and 2; R. Cleary and J. Edwards [1, Table 1]. 


ing or who the chairmen of the sessions will be. In the absence of an 
effective clearing house it is small wonder that there is a tendency for 
the chairmen to stick close to home, to ask people whom they know to 
deliver papers, to promote the interests of graduate students who are 
refining some of the chairman’s ideas, and in general to create the kind 
of situation that has tended to prevail in the Association’s recent meet- 
ings. 
It is conceivable that the same situation might be ascribed to the case of the 
three professional journals, as well. However, since the contributions to 
the journals are submitted and judged on their actual merits rather than in- 
vited, there is prima-facie evidence for rejecting the parochial hypothesis.‘ 
The explanation of the positive correlation between the size of the university 
and its contribution record should be sought elsewhere. If “large” univer- 
sities have larger departments of economics, we should expect them to have 
a higher publication record in the professional journals. Alternatively, it might 
well be, as Fusfeld points out, that the correlation exists because large institu- 
tions provide their staff with more time, funds, and facilities for research, or 
because they attract the best people in the profession who have the highest 


*On the other hand, Tables 1 and 2 provide evidence of another type of discrimination. 
It appears that authors at Chicago and Harvard are inclined to give preference for the pub- 
lication of their contributions to the journals of their respective institutions. This, however, 
is the reverse of Fusfeld’s case of parochialism. 
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propensity for publication. With the data available, a single cause and effect 
relationship cannot be established. 
Pan A. YotoPouLos* 
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General Economics; Methodology 


Potentials of the American Economy—Selected Essays of Sumner H. Slich- 
ter, Edited by Joun T. Duntop, Cambridge: Harvard University Press, 
1961. Pp. xxiv, 617. $7.50. 


For several reasons, this is an important book. The most obvious of these is 
the sheer convenience of having twenty-eight essays that originally appeared 
in scattered sources brought together within the compass of a single volume. 
But, of course, mere mechanical convenience can hardly impart quality to any 
publication unless it possesses substantive value. The essays measure the de- 
velopment of one of the best-known economic analysts through that portion 
of the twentieth century which we have now passed. Also the other side of 
the value of this collection is that it reveals important glimpses of the unfold- 
ing drama of four rather special decades of economic history. There are essays 
written during the roaring ’twenties, the drab ’thirties, the tense military “for- 
ties, and the still tense but cold ’fifties. 

Hence, these papers have to be viewed not only as reflecting the lifetime 
development of an alert mind, but as a partial record of the events which 
passed before it. For Slichter was always current. He epitomizes what Wesley 
Mitchell had in mind when he wrote of the classical economists, ‘The eco- 
nomic theorists who have counted most in the development of thought have 
been men who have been very deeply concerned with the problems that 
troubled their generations. Their theories have been attempts to deal scien- 
tifically with these problems, to point out promising means of practical ac- 
tion.” Of Slichter it might be said that he was never “in danger of presenting 
a mere defense of the existing situation”; rather he constantly sought to deal 
“definitely with what ought to be done.” 

Such yearning for immediate effectiveness is a source of great strength. But, 
although intense effort to capture the meaning of the rapidly moving stream 
of current events may lead to systematic classification of the numerous com- 
plexities near at hand, it may encourage some neglect of more fundamental 
forces at a distance. Thus it has been that the writings of the classical econ- 
omists have had to be re-examined not only for the shrewd observations they 
made but to identify in retrospect what they did not see. So it will be with 
Slichter. His heritage is not in the unfailing accuracy of all of his observa- 
tions but rather in his opening of many gateways to new learning. 

The book is divided into four sections. The first consists of five papers un- 
der the caption of “The American Economy.” The second and third sections, 
each of which contains eight essays, carry the titles, “The Economic Outlook” 
and “Industrial Relations.” Seven papers, one of which is Slichter’s 1941 
Presidential address to the American Economic Association, make up the last 
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section under the label “Economic Analysis and Policy Issues.” These head- 
ings are fairly representative of the contents of each of the sections, although 
the reader may suspect that “policy issues” must have found their way into 
almost everything that Slichter was interested in writing. For those who wish 
to go beyond the specific contents of this volume, there is a complete list of 
Slichter’s writings at the end of the volume. This bibliography occupies no 
less than 21 pages and is suggestive of the great intellectual vigor of the man. 
If we overlook book reviews, many public addresses, and the early (1912-15) 
contribution to the U.S. Commission on Industrial Relations, Slichter’s life 
record includes not less than ten books and over 350 published articles. Many 
of the latter were brief comments in popular periodicals or commercial news- 
papers with some overlap in subject matter, but over 50 were of substantial 
length and appeared in the more technical professional journals. 

What was the central driving force in a life that was to bring forth so large 
an output? If this reviewer’s reading of the essays has been correct, the one 
feature of the life and works of the late Sumner Slichter that deserves central 
emphasis is his unfailing confidence, not only in himself, but in the U. S. 
economy of which he was so much a part. It was not, however, an unthinking 
confidence supported by a naive faith that brooked no criticism of an exist- 
ing structure. Rather its perpetual strength was in part maintained by con- 
tinuing scrutiny of the unfolding scene. Always he saw much that was wrong 
to need correction, but he also found much to sustain hope. Even “The Im- 
mediate Unemployment Problem” of 1932 (pp. 57-72) is seen as one calling 
for various kinds of federal action, rather than despair. The promising pros- 
pect of what lies ahead appears to be a consideration that colors every page. 
Surely it was this unbounded confidence that must have been uppermost in the 
mind of the editor when he selected the title “Potentials of the American 
Economy.” 

It would be a serious mistake, however, to read the volume as a continuing 
development of a single theme. The structure of a book which records the de- 
velopment of a mind seeking to understand an economy in continuous motion, 
is a complicated matter. Hence a good rule to follow for reading each essay is 
to identify first the date of the original writing and then strive to interpret 
the content in terms of information which might have been available to the 
author at that time. Thus in 1932, when there was mass unemployment and 
only scant efforts at insurance or retirement plans, while speaking of techno- 
logical unemployment, Slichter was to write (pp. 315-16): 


We have developed institutions which subsidize change on an enormous 
scale and which cause it to occur far more rapidly than in any previous 
age. And yet we have failed for the most part to recognize that change 
presents a major social problem; we have made almost no effort to keep 


down the cost of change or to prevent change from occurring at a waste- 
fully rapid rate. 


In 1957, after nearly a decade of high-level employment, it was a very dif- 
ferent note that dominated his address on “Technology and the Great Ameri- 
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can Experiment” at the Annual Engineers’ Day Dinner at the University of 
Wisconsin. Could he have lived to see the increasing “structural unemploy- 
ment” in textiles, coal, and automobiles during 1960-61, he might have voiced 
again views similar to those expressed in 1932. 

This reviewer still remains skeptical about Slichter’s theme that “collective 
bargaining is responsible for the economy’s capacity to generate money in- 
come.” This was among the ideas developed during the last year of his life. 
The point is related to his earlier emphasis on the “inflationary bias of wage 
fixing arrangements in the American labor market.” In both cases his em- 
phasis seems to be misplaced. The views expressed in these articles (pp. 379- 
406; 416-33) are certainly different from those set forth in Charles Schultze’s 
Study Paper for the Joint Economic Committee as well as by Alvin Hansen 
later when he seems to rely upon Schultze for development of some of his own 
views. Would Slichter’s position have been changed if he could have seen the 
subsequent careful analysis in Recent Inflation in the United States? Here 
Schultze stated that, 


The resulting inflation [of 1955-57] can be explained neither ir. terms of 
an overall excess of money demand nor an autonomous upward push of 
wages. Rather it originates in an excess demand in particular sectors and 
is spread to the rest of the economy by the cost mechanism. It is a char- 
acteristic of the resource allocation process in an economy with rigidities 


in its price structure. It is impossible to analyze such an inflation by look- 
ing only at aggregate data. 


We may be confident Slichter was never one to look “only at aggregate 
data.” Neither was he one to fail to observe the important findings of others. 
He died at sixty-seven still in full vigor, and no less than eighteen articles 
under his pen reached the printing press during 1959 although he lived for 
only the first three quarters of that year. It was a tragedy for the profession 
of economics that such a life could not have been continued for the full 
threescore and ten. The tragedy is emphasized by the fact that he died dur- 
ing the very month when the Government Printing Office issued Recent In- 
flation in the United States. At the speed with which Slichter absorbed new 
findings, another six months of life might have been ample for him to have 
modified his views of collective bargaining as an “income generating force,” 
and to encourage him to recall his presidential address when he said, “There 
is nothing fixed or inevitable about the way in which collective bargaining 
operates and the effects which it produces.” 

Also one cannot help wondering what Slichter might have concluded upon 
reading Hansen’s autumn 1959 lectures at Haverford.’ At that time Hansen 
was able to review the course of price movements, 1897-1913, in comparison 
with those of 1948-60 from a somewhat different vantage point than was 
available to Slichter in 1953 when he set forth the conclusion that “wage- 
fixing arrangements in the American labor market” had “an inflationary bias.” 
Hansen’s observation of the 2.5 per cent annual increase in the wholesale 


* Alvin Hansen, Economic Issues of the 1960’s, New York 1960, esp. pp. 15-30. 
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price index for the early period when trade unions were of a somewhat lim- 
ited influence, compared with the mere 14% per cent annual rate of change for 
the later period after collective bargaining had spread across a considerably 
broader front, might well have caused Slichter to reconsider the conclusions 
he had expressed earlier. It is very clear that his incisively stated conclusions 
were never meant to stand permanently without regard to new evidence. Thus, 
although he wrote, 


There is good reason to believe that breaking up unions would strengthen 
rather than weaken the monopolistic principle in the selling of labor, 


on the very next page he could say (pp. 430-31), 


Certainly one of the first questions to be answered is whether breaking 
up unions would increase or diminish their monopoly power. Only ex- 
perience will give reliable answers and there is little experience that is 
in point. Nevertheless, careful studies of dual or rival unionism may 
shed some light on the matter. 


Meyer Schapiro, Columbia University’s critical student of the life and works 
of the nineteenth century impressionist painters, has suggested that in the 
early years their works show signs of a great vigor with variegated splashes of 
brilliant color but that some paintings made in later life tend toward regularity 
with more somber neutral tones. There is to be found no such shrinkage in the 
vigor or fading in the color of the works of Sumner Slichter. A crude indication 
of continuing vitality rises with the observation that the annual average num- 
ber of articles coming from his pen during the last nine years of his life was 
indeed somewhat larger than during the decade of the forties. More important, 
of course, is the fact that his later writings continue to contain the same in- 
cisive analysis, the same kind of clear-cut conclusions as his earlier works. Al- 
ways bold but never arrogant, always confident but never patronizing, his pro- 
posals continued to invite critical examination by others to the very end. It is 
as if Slichter were saying to his reader: “Here is the picture of the American 
economy as I see it, painted as clearly as I can do. If my vision is distorted, 
you show us the correct view. If the potential of tomorrow proves to be differ- 
ent than I now think it to be, show us what it is that I could not see.” Hence, 
it is for other economic analysts, using the tools which he has left them or 
creating new ones when the old are proved inadequate, to demonstrate the real 
power of Sumner Slichter. This book lays the road open for many such under- 
takings. For a great teacher, there could hardly be a greater tribute. 


C. L. CurIsTENSON 
Indiana University 


The Strategy of Conflict. By Tuomas C. Scuettinc. Cambridge: Harvard 
University Press, 1960. Pp. vii, 309. $6.25. 


Game theory is too important and too rich a topic to be left exclusively to 
the mathematicians. Though never stated quite so bluntly, this seems to be the 
central unifying theme of the present collection of essays. While abstract in 
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large part (even though minimally mathematical), Schelling’s discussion is 
consistently rich in concrete illustration from a wide variety of applied fields, 
highly flexible as to institutional assumptions, and frequently concerned with 
empirical and contextual elements that emphasize game theory’s roots in social 
science as well as in pure logic. 

Although the incidental illustrations that enliven the analysis in a most 
stimulating way are drawn from many different forms of human (and even 
animal) behavior—from blackmail and extortion to maneuvering in traffic jams 
and the disciplining of children and pets—-Schelling is clearly most concerned 
with the applications of game theory to international strategy. Thus problems 
of military deterrence, surprise attack, limited war, disarmament, and the like 
are the subject of substantial discussion in at least half of the book’s ten chap- 
ters and in one of its three appendices. Indeed, the first chapter, on “the 
retarded science of international strategy,” is described by the author as repre- 
senting “the motivation and theme of the entire book.” As he complains, study 
of this topic has been “supported on a scale that suggests that deterring the 
Russians from a conquest of Europe is about as important as enforcing the 
antitrust laws.” This comment also helps explain the comparative neglect of 
game theory’s applications to economics, despite the author’s background in 
that field. 

If it were not for the virtue of a short title, Schelling implies (pp. 16, 83 ff., 
and 89 n.) that his book might better have been called “the theory of inter- 
dependent decision.” Thus he properly regards the zero-sum or constant-sum 
game as a limiting case that is of comparatively little interest for its own sake 
to the social scientist, since mixed-motive or variable-sum games involving both 
conflict and common interest have far greater social importance than games of 
pure conflict. He also accuses traditional game theorists—not altogether fairly, 
in my opinion—of an excessive preoccupation with the zero-sum game, even in 
their treatments of mixed-motive situations (pp. 83-84). He argues quite per- 
suasively, however, that mixed-motive games have less in common with the 
pure-conflict species than with games of pure coordination, which have some- 
times been erroneously dismissed as inherently trivial. 

Although a number of interesting proposals of possible experiments are sug- 
gested, the only actual experimental results (pp. 54 ff.) concern a series of 
problems of tacit coordination, involving either common or partially divergent 
interests. To cite only the first and simplest example in each category, pairs of 
subjects were invited to name either “heads” or “tails” with the prospect of 
positive payoffs only if they named the same—equal payoffs in the first instance 
and symmetrically unequal payoffs in the second, such that one player would 
profit more from coordination on “heads” and the other from coordination on 
“tails.” In both instances, tacit coordination on “heads” occurred appreciably 
more often than chance would have indicated had there been no mutual 
identification of a conventional primacy of that side of a coin; and that 
coordination was only slightly more frequent with equal than with unequal 
payoffs. 

Schelling then goes on from his rudimentary experiments of this type to some 
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more ambitious conjectures about the process of agreement in explicit bargain- 
ing with the fullest communication. He holds, first, that such agreement involves 
an analogous “coordination of mutual expectations” as to what each thinks that 
the other thinks that each thinks . . . the other will allow. Second, he argues 
that these expectations may be focused by a wide variety of possible properties 
—including historical, aesthetic, legal, moral, and cultural ones, as well as the 
mathematical properties that have been exclusively emphasized by Nash, 
Braithwaite, and others. The operational character of Schelling’s hypothesis is 
supported by a proposed series of experiments employing something like a lie 
detector to unveil “expectations” even when the subject might wish to conceal 
them. 

The context of the foregoing is essentially unstructured or “moveless” bar- 
gaining. From a somewhat different standpoint (pp. 267 ff.), Schelling also 
argues that suci a game, or one with a perfectly symmetrical move structure, 
“may not exist or, if it does, is of a different character from what has been gen- 
erally supposed.” Especially when such a game has a known termination point 
for the explicit bargaining and when its tacit form has a confidently predictable 
efficient solution, Schelling shows that it is likely to degenerate into the tacit 
game. On the other hand, he does not follow up the implications of alternative 
assumptions; so he seems to me to fall well short of demolishing the target 
altogether. 

In general, Schelling’s disposition is to emphasize the significance of strategic 
“moves.”’ These may include steps taken by either party to improve or impair 
communications, measures that may similarly affect the enforcement of agree- 
ments, and especially efforts to achieve a “commitment’’—whether of the un- 
conditional type or of the conditional types represented by “threats” and 
“promises.” In two chapters not previously published, he extends his basic 
analysis of commitments as pure strategies to the case of randomized threats 
and promises. It may be fruitful to make a threat with only a specified proba- 
bility of fulfillment, for example, either to scale down the cost of executing a 
gratuitously large threat if it should fail or to make an excessively large one 
more credible. 

Beyond this rather inadequate characterization of the scope and flavor of 
Schelling’s discussion, it should be emphasized that much of its substance and 
its charm lies in the subtlety and the felicitousness with which the details of its 
central theses are worked out. The book as a whole assuredly deserves a wide 
audience both among specialists in game theory and also among social scientists 
interested in its applications. 


Rosert L. BisHop 
Massachusetts Institute of Technology 


The Teaching of Elementary Economics. Edited by KENYON A. KNOPF AND 
James H. Strauss. New York: Holt, Rinehart and Winston, 1960. Pp. 

xi, 269. $3.50. 
The surge of interest in economic education that we are currently experienc- 
ing (witness the activities of the Joint Council on Economic Education, CED 
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National Task Force, AEA Committee on Economic Education) is based on a 
recognition of the need for a higher level of economic awareness and literacy 
among the voting population and public leadership of the country. At present 
“the most significant effort in popular economic education in the United States 
is the teaching of the college course in principles of economics”; but there is 
dissatisfaction with “present methods, content, and results” of the course. 
Can the encouragement and widespread discussion of “fresh, new ideas” help 
to bring about improvement? The economics department of Grinnell College, 
with the financial assistance of the Ford Foundation, decided to find out. 

In 1957 Grinnell did a survey of elementary economics courses “to dis- 
cover interesting innovations in teaching which might stimulate widespread 
restudying and rebuilding of the course.” Based on 186 replies to a question- 
naire, the Grinnell staff selected 10 representative teaching experiments, in- 
vited a number of critics to discuss them, and in the summer of 1958 brought 
25 economists to the Merril Center for Economics for a 10-day conference. 
The Teaching of Elementary Economics is a product of that conference. 

The volume contains eleven papers (with brief editorial introductions), nine 
of which deal with specific experimental teaching techniques relating to course 
design, in-class and out-of-class activities, and a variety of what might be 
termed classroom gimmicks. The range of experiments is broad. 

In “The Case-Method Approach,” Warner and Fuchs of Columbia describe 
a second-semester elementary course which stresses “the application of spe- 
cific concepts and tools of analysis” to concrete, “little-problem” situations, 
This in preference to organizing the course around broad economic theories or 
policy questions. By contrast, Senesh of Purdue (“Teaching Economics 
through the Problem-Solving Approach’’) orients his two-semester course for 
future social studies teachers to five socio-economic goals: growth, stability, 
security, freedom, and justice. His highly structured course, divided into moti- 
vating, development, and culminating phases, proceeds through six steps for 
each policy problem examined: discovery of symptoms, survey of various as- 
pects, definition, measurement, analysis of causes, and investigation of solu- 
tions. The role of value judgments is stressed throughout. 

Co-editor Kenyon Knopf describes an unusual experiment at Grinnell, in 
which a student may choose either or both of two problem-oriented, one- 
semester beginning courses: one centering on consumption (using a con- 
sumer economics text with other readings, but not presented as a “how to buy” 
course) and the other on labor problems (using a standard labor text). 

Of great interest was the experiment at Oberlin reported by Kenneth Roose 
(“Student Papers and Independent Classes”). Proceeding from his assump- 
tion that “the fundamental objective in a college education is to encourage 
students to think for themselves and to continue their education after finish- 
ing college,” Roose resolved to place more emphasis on student responsibility 
for learning. He gives no examinations, does not lecture. Students read a stand- 
ard text, answer workbook questions for their own benefit, and write frequent, 
short papers (two typewritten pages). Approximately half of the class meet- 
ings are devoted to reading and student criticism of papers, in the absence of 
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the instructor, A similar “Experiment with Out-of-Class Periods” at Reed 
College is described by Carl Stevens. 

Papers by John Maher (“The Economics Workshop at Wesleyan”), by 
Robert Voertman (‘Michigan State Experiment in Teaching Macro-Economics 
with Intensive Use of Period Table and ‘T’ Account”) and Jacob Schmookler 
(“Michigan State Experiment in Micro-Economics”), and by Ruby Turner 
Morris of Connecticut College (“The Use of Visual Aids’’)—-a most persuasive 
one—describe a variety of stimulating teaching procedures. 

The other two papers, both excellent contributions, are somewhat broader 
in scope: “Economics, Educational Philosophy, and Psychology” by Meno 
Lovenstein of Ohio State and “Teaching of Principles of Economics: Broad 
Issues” by Seymour Harris of Harvard. In addition “A Study of Facts about 
Elementary Economics Courses as Taught in 1956-57" appears in the ap- 
pendix. 

Following each paper is an anonymous, nonconsensual “Digest of Dis- 
cussion of the Paper.” The volume also contains a number of “Notes” con- 
tributed by several participants subsequent to the conference. In many ways 
these are of greater value to the reader-—certainly they are more pointed— 
than the digests, which sometimes do little more than summarize the papers 
themselves. (Although readers are assured that “each participant made many 
significant contributions” to the discussions, the contributions of many of the 
better-known participants are nowhere specifically identifiable.) Space per- 
mits comment on only one of these notes, that of Lovenstein. In his paper he 
observes that “it is astonishing how little professional attention teachers of 
economics have given to the art of teaching and the educational process,” and 
then goes on to describe a principles course involving the “very conscious” 
application of the principles of gestalt psychology (his course is organized 
around the three gestalts of scarcity, flows, and coordination systems) and 
pragmatic philosophy (including Dewey’s theory of the nature of inquiry as 
“unfolding exploration”). Little discussion was reported on his paper, except 
that “there is lack of evidence that college teachers who have studied educa- 
tional philosophy and psychology are more proficient teachers than those who 
have not” and the practices of trained educationists “do not seem appreciably 
different” from others. 

Lovenstein writes in his postscript that his and other papers were not really 
understood by the conference participants and “those who read these papers 
and discussions when published will probably be even more at a disadvan- 
tage.” Perhaps because of the apparent anti-intellectual “bias against educa- 
tional philosophy and psychology” (and, according to Fels, lack of a scientific 
approach to teaching economics) some innovators have abandoned the ap- 
propriate goal of teaching economics—as a “unified and usable system of 
thought”—in favor of demonstrating the reasoning process on a selective 
and piecemeal basis or simply giving reassurance about the usefulness of eco- 
nomics. “With the help of educational philosophy and psychology,” however, 
“economics is teachable as a subject and can be made exciting in and of it- 
self.” 
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What is the basic contribution of this book? Certainly it does not prescribe 
the way to teach elementary economics. Differences in course objectives, class 
size, nature of the institution, ability and interests of students, and size and 
particular talents of instructional staff all call for variation in course design 
(traditional subject areas, cases-concepts, problems-social goals), in teaching 
techniques (lecture, tutorial, discussion, workshop, independent study), and 
in evaluation methods, The significance of the book lies in the fact that: (1) 
such a book was published; (2) there is something new or something old- 
but-forgotten in the way of teaching techniques for virtually everyone who 
takes the time to read any part of the book; and (3) the book may, it is hoped, 
pioneer a whole series of high-quality books and journal articles seriously ded- 
icated to the idea that something should and can be done to improve a condi- 
tion in the crucial “principles” course (and in economic education generally) 
that has for too long bordered on the shameful. 

Rosert L. Darcy 

Ohio University 


Principles of a Growing Economy, By Danie. HAmMBErc. New York: W. W. 
Norton & Co., 1961. Pp. xviii, 879. $6.95. 


This book is one of the recent bumper crop of texts for use in teaching the 
first year of economics. Such proliferation makes scrutiny of distinctive fea- 
tures a necessity. Professor Hamberg states that he has tried to keep the non- 
essentials to a minimum, that he has undertaken the presentation of “basic 
economic principles” with emphasis upon ‘‘related problems of public policy.” 
He has eschewed the use of such tools as the theory of consumer behavior, and 
the acceleration principle. 

Despite such noble efforts of the author, the book, along with others of 
current vintage, runs over 800 pages. Economic textbook writers should heed 
the Shakespearean commentary on “brevity” lest they discourage students 
from pursuing the study any further than the “required course.” 

Hamberg has two briefer books to his credit, and numerous articles. His 
writing is clear and easy to read—certainly virtues for any text. The introduc- 
tory section of the present book which contains a prologue on the study of 
economics and a discussion of the nature and development of U. S. economic 
institutions covers a scant 60-odd pages. Perspective is so essential to proper 
use of technical knowledge that, in the opinion of this reviewer, historical 
and philosophical background material should be given more emphasis. This 
could be accomplished by extending the presentation of such material into the 
appropriate sections of the text. 

Part IL (220 pages) is devoted to national income accounting and analysis. 
This material is most extensive. There is much mathematical, graphic and 
statistical analysis. The coverage will be appreciated by the more mature stu- 
dent, but there is some question of need for such extensive coverage for the 
younger student. This section begins with a discussion of accounting state- 
ments for the individual firm, and the author has attempted to use these state- 
ments as a basis for national income accounting. Writers of economics texts 
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seem to be unable to present the accounting statements with clarity and pre- 
cision, and Hamberg is no exception, His experiment in the modification of 
the firm’s income statement is not looked upon with approval by this re- 
viewer. Economists would do well to utilize the readily available published 
reports of corporations in presenting such information. 

Part LIT covers monetary and fiscal policies and the usual concepts of money 
and banking. Federal Reserve policy and fiscal policy for economic stability 
are covered with clarity. The final chapter of this section on an evaluation of 
the national debt is understandable. 

Price and market structure are covered in Part [V where the analysis is based 
upon the relation between inputs and outputs viewed as the production func- 
tion, There is extended discussion of concepts of elasticity and varied market 
conditions, Emphasis is placed upon the ideal of a free-enterprise economy, 
as well as upon an appraisal of economic efficiency. The concrete illustrations 
used in this section are very helpful in explaining market behavior. The con- 
cluding chapter of this part of the book on “Monopoly versus Competition: 
Size and Research”’ is interesting because Hamberg discusses innovation, re- 
search and development. He states that “large size per se is no guarantee of 
serious interest in research” (p, 694). 

This section could be improved with some use of break-even analysis and 
some discussion of class markets and prices at such points as at page 532 
(“larger quantities can be sold only at iower prices’) in the discussion of the 
monopolistic competitor, 

Part V, covering the distribution of income, includes the factor-income con- 
cept as well as personal-income distribution, Questions of social policy such 
as discrimination and its impact are brought up here. The final section, Part 
VI, is devoted to international trade. This subject is treated clearly, and with- 
out extensive commentary. 

Each section has a brief introduction, and the chapters in each section con- 
clude with helpful questions for review and discussion. Footnote references 
provide sources of information, but there is no attempt to establish bibliogra- 
phies or suggested readings for the curious student. This, of course, is the 
teacher's job. 

With an easy-to-read, almost conversational style, the book should main- 
tain the interest of the student. However, we must recognize that no text in 
this field is adequate for all students and for all introductory courses. This 
text would be better for the student who takes economics as an upper-class- 
man, and who has had some exposure to economic concepts. The younger stu- 
dent might need more background to use the text profitably. 

Since the coverage of national income determination and resource alloca- 
tion through the price mechanism is so extensive this text would be best suited 
for those courses in which it is the intent to place emphasis upon these two 
aspects of economics. 

Janet K. MeEssinc 

Hunter College of the City University of New York 
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Price and Allocation Theory; Income and Employment Theory; 
Related Empirical Studies; History of Economic Thought 


The Economics of Defense in the Nuclear Age. By Criantes J, Hiren anv 
Rotanp N, McKean [with contributions by Stephen Enke, Alain Ent- 
hoven, Malcom W. Hoag, C. B. McGuire, and Albert Wohlstetter]. 
Cambridge: Harvard University Press, 1960, Pp. xii, 422, $9.50. 


Until now RAND economists’ articles and papers have been so diversely 
published, mostly in noneconomic journals and other media, that few econo- 
mists, other than RAND staff or consultants, have read an adequate sample. 
This book, unlike the previous nine, is drawn from the whole body of the 
group’s economic research, It is still, of course, only an outcrop of the ore body. 
Five hundred or more man-years of economic research, mostly with classified 
data and responsibly focused upon solving the customer’s particular problems, 
could hardly be fully represented in a single general circulation book, which 
is, in the main, the personal contribution of its two authors. For example, 
RAND ’s research on the Soviet Union and its massive quantitative research on 
costs and logistics are barely visible. Nevertheless, the publication of the current 
volume permits economists, conveniently for the first time, personally to appre- 
hend and appraise the significance of RAND's contribution to economic art and 
science. 

The book is in three parts, preceded by an introduction and followed by an 
appendix and bibliography. The introductory two chapters demonstrate that 
defense is significantly a problem in resource allocation; and that the revolu- 
tion in weapon technology has radically altered the objectives to which such 
allocation should be bent. The objectives must be first, to deter a suicidal 
scale of thermo-nuclear war; and second, to be well prepared for fighting lim- 
ited, local wars if, as is probable, these are precipitated by Communist adven- 
turism, Economic strength of nations is militarily significant only as it affects 
cold-war international relations, deterrence, and limited-war forces in being. 
Massive and prolonged mobilization following war’s outbreak is no longer rele- 
vant, 

Part I, “The Resources Available for Defense,” is a contribution of limited 
value for economists. Its content is macroeconomic principles, well presented 
and focused on national defense economic policy. Resource limitations are 
discussed for the contemporary national security context just characterized. 
GNP is defined and shown to be a general constraint. The determinants of 
GNP are identified. The GNP’s of the major powers, at present and in the 
future, are compared. Problems of determining the allocation of GNP to mili- 
tary purposes, including consideration of the indirect effects of defense spend- 
ing, are discussed. Present and future defense budgets of the major powers are 
compared and appraised for military significance. Part I thus applies conven- 
tional economic wisdom to the over-all defense budget decisions which Con- 
gress and the President make. It is very valuable for government officials, public 
policy leaders, and students. Because it is very well written and analytically 
and factually sound, it is also useful reading for professional economists. 
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Part Il, “Efficiency in Using Defense Resources,” and Part II, “Special 
Problems and Applications,” comprise the body of the book, These chapters 
are devoted to micro and welfare economic principles, amplified for recent ad- 
vances in theory and technique, and then applied to decision-making in the 
military establishment, Familiar economic principles at the abstract level are 
still here, But in this application consumer welfare and profit maximization to 
drive the machine, and competitive markets to govern it, are all absent, and so 
alternatives must be devised. Variables must be reconceived. “Outputs” be- 
come such things as defense kill potential and target destruction potential. 
“Inputs” become bombs, bombers, radar stations, and cargu planes. The de- 
cisions at issue-concern particular inputs and outputs, for which, in ordinary 
economic analysis, one would normally reach for his partial equilibrium 
tools. But the usual parameters which make partial equilibrium analysis so 
useful are either absent or inconstant. In military decision-making, then, either 
a new type of centrally dictated general equilibrium must be conceived; or a 
set of principles for suboptimizing must be devised, to be the equivalent of 
partial equilibrium ones in private markets. The authors choose the latter. But, 
for their area of concern, this means that spill-overs (social costs and benefits 
outside the boundaries of the suboptimization) are a constant hazard, Con- 
trary to usual market analysis, a suboptimization solution here must be pre- 
sumed suspect, until it has been tested for spill-overs and these have been 
found to be innocuous. 

Selection of the criterion-—the objective and measurement from which pre- 
ferred alternatives may be recognized-—is frequently, therefore, the central 
problem in designing an analysis. As the authors show, the problem is not only 
that it is difficult to pick a correct, usable criterion. It is so much easier to 
pick a poor one-—-poor because it sets the wrong size of gain or cost; or neglects 
spill-overs; or is wrong conceptually, or in “prices,” or in allocations among 
joint costs and joint products. An example of spill-over neglect is given by the 
authors (p. 169): 


In [a] frequently cited example of successful analysis, alternative ar- 
rangements for washing and rinsing messkits were compared, As his 
test of preferredness, the analyst used the minimization of the number 
of man-hours required to do the job, given a total of four tubs. The opti- 
mal arrangement, according to this test, turned out to be the use of three 
tubs for washing and one tub for rinsing. A hypothetical reaction of the 
mess sergeant has been reported [by A. M. Mood] as follows: 


Yeah, I remember that guy. He had some screwball idea that the 
mission of the Army was to eliminate waiting lines. Actually I had 
it all figured out that two was the right number of rinse tubs. With 
everyone rinsing in one tub the bacteria count would get way past 
the critical level. But we switched to one rinse tub while he was 
around because the old man says he’s an important scientist or 
something and we got to humor him, Had damn near a third of the 
outfit out with the bellyache before we got the character off the 
reservation, Then we quick switched to three rinse tubs and really 
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made a nice line. “Nothing like a good line to get the men’s legs in 
condition,” the old man says. 


The authors give more serious examples in Chapter 9, 

The chapter on “Tncommensurables, Uncertainty, and the Enemy,” opens a 
line of original work, which adapts, amplifies, and extends economic theory 
and principles. Concerning uncertainties, “the most important advice is: 
Don't ignore them. Ignoring uncertainties, is a chronic disease of military plan- 
ners and analysts. ... To base an analysis and decision on some single set of 
best guesses could be disastrous.” Following a brief discussion of game theory, 
the authors find: “Nevertheless, these concepts and rules borrowed from game 
theory must be applied to actual military problems with a good deal of dis- 
cretion. War, especially of the modern nuclear variety, is not a two-person 
zero-sum game; that is a game in which only two players are involved, the 
gain of one being exactly equal to the loss of the other. And it is only in such a 
two-person zero-sum game that even a very intelligent enemy can reasonably 
be expected to choose the course that is worst for us.” Further, no enemy is 
“completely rational, perfectly intelligent, can read minds, never make mis- 
takes,” and this accentuates the conservative bias in game solutions. There- 
fore, “the most important part of the answer to the pervasive uncertainty 
facing the analyst or the military planner is not greater subtlety in making 
difficult choices, but the design of systems to cope with more of the critical 
contingencies, |and| to improve upon the present poor set of alternatives” 
(italics in original; quotes from pp. 193, 196, 198, 199). 

The authors’ principles of uncertainty are then extended in subsequent 
chapters. Can anything be done to “buy” technological progress beyond merely 
increasing outlays on research and development? The question is important. 
In the national economy, technological progress has been more significant than 
increase in factor inputs in improving quantity and quality of output. In mili- 
tary affairs, “Both weapons and systems for delivering them have gone through 
several revolutions in the few years since the end of World War II” (p. 243). 
The authors find that research and development should be conducted in dis- 
crete, sequential stages. More effort and less programming in early exploration 
stages buy information and reduce uncertainty, so as to permit rational de- 
cisions in the more expensive final development and procurement. Competition 
and “duplications” in early research and prototype efforts—-where uncertainty 
and unpredictability are great—also spur inventive genius, and thereby open 
new alternatives. Expert predictions of the results of research and development 
efforts have been notoriously unreliable. Therefore, final development and pro- 
curement efforts based on prematurely detailed programming have been in- 
efficient, and the errors have been expensive ones. The greater the uncertainty, 
the more necessary is “wasteful” competition and duplication of brain-type 
research, in order to reduce ignorance. The authors’ concepts are at variance 
with recent research and development principles and practice, which have im- 
plicitly conceived the economic problem as one of static model optimization. 
Rather, say the authors, the search for parameters and optimization based on 
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assumptions that they will change rapidly must be the core of economically 
efficient solutions, The RAND principles have significance for institutional 
organization and administration, as well as for explicit decisions. Among 
other things, they argue for less centralization in decision-making. The authors 
quote C, EB, K. Mees: 


The best person to decide what research work shall be done is the man 
who is doing the research. The next best is the head of the department. 
After that you leave the field of best persons and meet increasingly 
worse groups. The first of these is the research director, who is probabl 
wrong more than half the time. Then comes a committee, which is 
wrong most of the time. Finally, there is a committee of company 
vice-presidents which is wrong all the time. 


“In industry and especially in universities, there are strong centrifugal forces 
to match the centripetal ones.” This is, unfortunately, far less true in govern- 
ment where the center of gravity of decision-making tends to shift to higher 
echelons. “New higher echelons, in fact, get invented from time to time to 
facilitate this movement.’ (Quotes from pp. 254 and 255.) 

1 have said enough, | think, to indicate that this is a book which extends 
and reconceives basic economic concepts and their relevance to situations in 
which the usual assumptions concerning markets and the play of competitive 
forces, known and invariant technological and institutional parameters, in- 
dividual person utility, etc., are inappropriate. This tack continues, some- 
times with considerable force, through the remaining chapters, A long, linear 
programming solution is developed by C. B, McQuire for choosing among pres- 
ent and future cargo aircraft for routine resupply operations and for Air Force 
deployment in the event of peripheral war in the Pacific. Stephen Enke, for- 
mer head of the RAND logistics group, formulates a general logistics frame- 
work. He then subjects air-base production, parts supply requisitioning 
cycle, and procurement alternatives to economic analysis. Malcolm W. 
Hoag has written a subtle chapter on the “Economics of Military Alliance”’; 
the authors have chapters on “Institutions to Promote Efficiency,” “Eco- 
nomic Warfare and Disarmament,” and “Mobilization, Civil Defense, and 
Recuperation”; and Albert Wohlstetter has a chapter on “Choosing Policies 
for Deterrence.” The book closes with Alain C, Enthoven’s appendix, “The 
Simple Mathematics of Maximization,” 

It is apparent that, in significant degree, this is an advanced “principles” 
book. The body of basic macro- and microeconomic theory here formulated 
and presented for the context of economic solutions of national defense prob- 
lems, is rather full except for the obvious exclusion of distribution theory. 
Theory is applied both illustratively and practically to contemporary affairs. 
It is also clothed and supplemented with adaptions of recent advances in theory 
and technique. The authors have been concerned with identifying difficulties in 
applying theory as well as with formulating it rigorously; there is a welcome 
undercurrent of wisdom, The difficulty of characterizing it as a principles book 
is that this might suggest a body of well-known doctrine, whereas, on the con- 
trary, RAND's original contributions are capsulized here. 
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It is, perhaps, useful also (1) to note that this is one of the few books in 
which economic principles, in a natural and convincing way, provide explicit 
framing for operations research; (2) to re-emphasize that the book is an ex- 
tended attempt to apply economic principles to nonmarket sectors; and (3) to 
observe that some of the chapters are significant contributions in interdiscipli- 
nary research, 

There is thus a great deal that is new, interesting, and educational here for 
economists, I have only two comments which might be termed critical, First, 
in the absence of a cheap students’ edition, the book is unbecomingly high- 
priced, given its academic importance and wide interest, and issuance by a 
public service organization. I think RAND and the Harvard Press chose the 
wrong criterion for their price decision. 

Second, the book has an important omission relative to its title. The au- 
thors’ time horizon does not extend beyond 10 years or so. This is implicit in 
their view of deterrence. They cast suicidal, thermo-nuclear missile war only 
as a two-person game between the Soviet Union and the United States. Of 
course, this is an immediate problem. But if ten years or so will see a dozen or 
so nations with missiles and thermo-nuclear warheads, then the game will be- 
come a many-person one. If the present “balance of terror” in a two-person 
game is “delicate,” what is the adjective for a many-person one? How im- 
portant is it to prevent the multiplication of the number of independent 
thermo-nuclear missile powers? If important, what are the alternative path- 
ways? If, as some believe, one important alternative involves centralization of 
thermo-nuclear weapons in a powerful world police force and abolition of na- 
tional thermo-nuclear forces, then the urgency of moves in this direction may 
be very great. What are the odds that this or any other alternative can 
be achieved in time to forestall the new game of many-person nuclear 
forces? Is there any merit in the thought that an organization and talent which 
have performed so brilliantly for the defense establishment, might, for a 
nonmilitary sponsor, give attention to policies for deterring the fearful prospect 
of the 1970's? 

Haroip J. BARNETT 

Wayne State University 


Linear Programming and the Theory of the Firm. By Kennetnu E. Boutpinc 
AND W. ALLEN Spivey. New York: The Macmillan Company, 1960. 
Pp. ix, 227. $6.00. 

This collection of essays is the outgrowth of one of the seminars sponsored 
by the Ford Foundation for college teachers of economics in smaller colleges. 
The seven essays included in this volume are only loosely connected with each 
other. They vary considerably in quality and cannot, with justice, be reviewed 
as a whole. The following discussion preserves the order in which the essays 
are presented in the book. 

The essay by Kenneth Boulding (“The Present Position of the Theory of 
the Firm”) can be divided into two parts. The first part presents a brief history 
of the older theory of the firm; the second gives brief introductions to the sub- 
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ject matter and techniques of linear programming, game theory, and organiza- 
tion theory. These subjects really require a much longer treatment than can be 
given them in a short essay. Nonetheless, the essay is very good and deserves 
reading by anyone interested in capsule summaries of the subjects. 

The first part of the essay suffers somewhat from two omissions, perhaps 
excusable in so short a treatment, First, no discussion is given of what is ex- 
pected from a theory of the firm. The examination of criticisms of marginalism 
contained in this part of the essay would have been improved had Boulding 
commented on this methodological point. Second, the essay implicitly assumes 
that what we call the theory of the firm is really intended to explain how a firm 
works. This reviewer would have enjoyed Boulding’s comments on the 
claims of many economists that this theory is meant to be a theory of value 
and allocation which is no more intended to deal with the inner operations of a 
firm than it is to psychoanalyze the mind of a utility maximizer. According 
to this view, the theory can be criticized for not explaining value but cannot 
be critized for not analyzing the firm per se. 

The second part of Boulding’s essay is a commendable attempt to provide 
some insight into the differences and similarities between the older theory of 
the firm and the newer developments now taking place. The differences em- 
phasized are the degree of information required to deal with the maximization 
problem, the incorporation of uncertainty into analysis, and a recognition 
that the behavior of persons as parts of organizations may differ from their 
behavior as “unattached” individuals. The general conclusion is that these 
new developments, irrespective of these differences, should be viewed as ex- 
tensions rather than as revolutions in the older theory of the firm. 

The essays by Allen Spivey (“Basic Mathematical Concepts” and “An 
Introduction to Linear Programming’) are as succinct treatments of their 
subjects as are to be found. My only regret is that they were not published 
sooner. | know of no elementary treatment of these subjects that requires as 
little background and yet goes so far within so few pages. The essays move 
successively from the rudiments of set theory and linear algebra to the appli- 
cation of both to linear programming problems, all within the space of 
76 pages. Yet, all should be very comprehensible to the untrained, mature 
reader. 

The essay by Y. Wu and C. Kwang (“An Analytical and Graphical Com- 
parison of Marginal Analysis and Mathematical Programming in the Theory of 
the Firm’) is a quality product which certainly justifies a reading by anyone 
interested in a series of derivations of step-function marginal cost curves with 
linear programming techniques, However, the essay seems somewhat long (64 
pages) and repetitive with too little comparing of economic implications. 

The remaining three essays (“Operations Research: Its Nature and Scope,” 
by H. H, Jenny; “Multiple Goals in the Theory of the Firm,” by C. M. White; 
“A Short Essay on a Managerial Theory of the Firm,” by S. Cleland) generally 
are of poorer quality than those already mentioned. The essay by Jenny is 
at its best when it is purely descriptive. Unfortunately, the description of the 
nature of operations research is accompanied by an evaluation of and com- 
parison with the older theory. These sections contain many unsubstantiated 
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assertions and not infrequently take a doctrinaire attitude toward the relative 
merits of the new and old theories. White’s essay gives a comprehensive list 
of alternative and multiple goals for a firm but gives no clues as to what evi- 
dence prompted his preference for some over others or what evidence one 
should look for to test for the presence of these goals. The author also confuses 
economic inefficiency with technological inefficiency. The main point of 
Cleland’s essay is that the new theory of the firm ought to allow for more 
decision-making by management. All three essays seem to reveal a lack of 
familiarity with the general requirements and objectives of a meaningful 
theory. 


Haro_tp Demsetz 


University of California, Los Angeles 


Economic Theory and Operations Analysis. By Witttam J. Baumot. Engle- 
wood Cliffs, N.J.: Prentice-Hall, 1961. Pp. x, 438. $6.75, 


The structure of this book is puzzling but it contains admirably lucid state- 
ments of many topics in the newer as well as the more traditional areas of 
microeconomics. The author’s avowed intention is “. . . to offer the reader both 
a systematic exposition of received microeconomic analysis and an intuitive 
grasp of the many recent developments in mathematical economics. . . .” It 
may be stated fairly that the author has achieved this goal. 

The book is like a sandwich with the traditional theory placed between ex- 
pository essays on the themes of recent mathematical literature. Those look- 
ing for a good text on standard theory of the firm, theory of the consumer, gen- 
eral equilibrium theory, welfare economics and distribution theory at the upper 
intermediate level will find it in this book in Part I]. This Part embracing 162 
pages and seven chapters is almost a self-contained text on this field of analy- 
sis. What is required to make this Part self-contained is an introductory 
chapter and more material on the role of relative prices in the functioning of 
the economy. Not all of the material is traditional; there is, for example a dis- 
cussion of the hypothesis that firms seek to maximize sales subject to earning 
profits of a given amount and a discussion of the demand for money from the 
viewpoint of the theory of inventories to both of which topics the author has 
made technical contributions in other writings. The only macroeconomics 
in the book, a brief statement of the Kaldor theory of distribution of income, 
also appears in this Part. The treatment is uniformly competent though the 
statement appearing on page 188 and again on page 189 that the long-run 
average cost curve consists of the lowest segments of the short-run average 
cost curves is obviously wrong as we have known since Viner argued publicly 
with his draftsman and as the author himself indicates at other points in his 
discussion. 

This exposition of microeconomic theory is preceded by a miscellany in 
Part I headed “analytic tools of optimization.” Here we have an explanation 
of the concept of optimization, a lesson on some elementary mathematics in- 
cluding the notions of function and logarithm, the arithmetic, geometry and 
some of the economics of marginal analysis, a lesson on the calculus and its 
application to problems of maximizing and minimizing and finally, three chap- 
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ters on programming—linear, nonlinear and integer. (Integer programming is 
another topic to which the author has elsewhere recently made important con- 
tributions. ) 

The third Part of the book is essentially another collection of essays grouped 
under the heading “recent developments in mathematical economics.” The 
topics discussed are input-output analysis, activity analysis, Neumann-Mor- 
genstern cardinal utility, game theory and decision theory. 

The reason for including the fourth Part entitled “Application to Marketing 
and Operations Research” is not at all clear. It consists of a chapter concerned 
with the question “is there a place for marketing theory?,” a chapter on mar- 
keting and operations research which is a collection of miscellaneous illustra- 
tions of problems in operations research, and finally a very thin chapter on 
electronic computers. It is perhaps surprising in a book concerned with prob- 
lems of the firm and decision-making under uncertainty that there is no dis- 
cussion of the theory of capital budgeting. 

With this structure, the book affords the reader some rather startling con- 
trasts. After struggling with the difficult though well-explained material on 
the very new topic of integer programming in Chapter 7 he finds he is able to 
wheel freely through a very elementary exposition of common properties of 
demand curves in the first four sections of the next chapter, After being carried 
to the outermost frontiers of the theory of decision-making under uncertainty 
in Chapter 19 the reader is confronted (quite unexpectedly) with an un- 
imaginative discussion of the meaning of theory and the possibilities of a 
theory of marketing. The author announces (p. 5) that the theory of optimal 
decision-making will constitute a central theme of this book. The theme does 
run through the book. Most of the topics are related to it but the book is not 
obviously built around this theme nor does the book arrive at a climax or con- 
clusion in respect of this theme. Indeed the last sentences of the book are 
concerned with “how electric circuits can do arithmetic.” 

The book is not to be condemned for its puzzling structure. It is a particu- 
larly good sandwich, and although the author probably did not intend that his 
readers would separate the sandwich and consume only the parts their condi- 
tion demands, the likelihood is that the book will be treated this way. The 
profession is accustomed to expect from Professor Baumoi elegant expositions 
of difficult and new subjects. The profession will find such expositions here. 
There is no better brief statement of welfare economics to be found. The pres- 
entation of the various aspects of programming theory is masterful and the 
discussion of game theory and decision theory succinct and clear. A great 
many of us will turn often to one or other of these pithy summary statements. 

Ws. C, Hoop 

University of Toronto 


Production of Commodities by Means of Commodities: Prelude to a Critique 
of Economic Theory. By Pirro Srarra. New York: Cambridge Univer- 
sity Press, 1960. Pp. xii, 99. $2.50. 

This is a terse book. In its lucid prose, there is little pity for the hapless 
reader who may fail to grasp the implications of an argument; or worse, fail 
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to see where the author is going. The main purpose is to show how one can 
construct a standard of value which is independent of the vagaries of demand 
and, ultimately, of tastes. If the result were successful, the theory of relative 
prices and of distribution could, of course, be drastically simplified. 

In the very first paragraph of the preface, the author warns us that he is not 
assuming constant returns in all industries, but that if the reader finds it 
helpful to make such an assumption it will do no harm. For the next few 
paragraphs, I shall avail myself of this kind offer, but later do without it. 

Briefly, the argument of the book may be summarized as follows: Consider 
an economy in which all industries operate with supply curves of infinite elas- 
ticity—no variations in physica! returns to scale, no factors scarce to the in- 
dustry. At first, suppose each industry to produce but one commodity with no 
joint products. Divide commodities into two classes, basic and nonbasic. Basic 
commodities are those which enter into the production of all commodities 
(including themselves) either directly, or as means of production of other 
commodities—perhaps at several removes. Nonbasics are all other commodities. 
Sraffa (pp. 7-8) exemplifies nonbasics as luxury goods, but this is not logically 
necessary and may even be misleading. Every system must have at least one 
basic product, but no restriction is placed on the number of nonbasics. Only 
those industries are included in the system that yield a surplus over cost; i.e., 
only those whose product sells at a price at least equal to average cost includ- 
ing profit. Finally, assume that all industries must yield the same rate of 
profit; the rate of profit is defined as value of output less value of inputs 
divided by value of output. 

Consider first a case where there are only basic products; i.e., a case in which 
labor is a produced means of production, as in a slave society. Let there be k 
products, each produced by a process utilizing, directly or indirectly, all & prod- 
ucts as inputs. Representing the amount of the i** product used in industry 
A by A; and its price by ~;, the system may be represented by the following 
set of equations: 


(1 +1) = Apa 


+++ + Keps) (1 +7) = Ko 


where A > A, + ++ + + Ax, etc. Put p; = 1, and we are left with & equations 
to determine k — 1 prices and r, the rate of profit. In this system, the value of 
output can be measured in terms of any one commodity, or linear combina- 
tion of commodities, where the weight of each commodity is its fraction of 
the national income. All prices are independent of relative quantities. 

In this model, ali net income is profits; “wages” simply purchase the means 
of subsistence. Now let us drop the assumption that labor is a produced com- 
modity, and treat “wage-goods” as final consumption. This implies that wage- 
goods will become nonbasic, save for the fluke case where a consumer good 
functions also as a means of production. The basic part of the system can now 
be written as: 


THE AMERICAN ECONOMIC REVIEW 
(Agha +. . + Mapm) (1 +1) + Law = Apa 


(la) 


where m < k, M < K, L;, is the amount of labor used in producing the i‘" 
basic product and w is the wage rate, assumed to be the same in all industries. 
(Different grades of labor are assumed to be simple multiples of “common 
labor” and to be paid proportionately higher wages, so that the total labor 
employed in an industry may be expressed in a common unit receiving a uni- 
form wage.) (la) is indeterminate: moving from (1) to (1a) loses k-m goods’ 
and k-m equations because k-m goods become nonbasic (consumption) 
goods, and hence are excluded by definition from (1a); but we are given a new 
variable, w, to determine and no new equation to determine it. The system 
has one degree of freedom; w may vary from zero to the whole of the net prod- 
uct with profits varying inversely.” 

Obviously as w varies the relative prices of different commodities will vary 
with the ratio of labor to (other) means of production used in producing them. 
This ratio cannot be ascertained, for any one commodity, by looking at its 
production in isolation from the rest of the system. For example, from the i‘ 
equation alone it might seem—given w—that / is a very labor-intensive 
commodity, but when one considers the amounts of labor used in producing 
the amounts of A, B... M at the second, third, fourth, etc. “stages of produc- 
tion” which in turn are instruments for producing 7, it might be necessary to 
revise one’s initial judgment. However in any system of m independent linear 
equations such as (la) commodities can be ranked in terms of the flexibility® 
of their own prices with respect to w; when w declines some commodity prices 
will fall proportionately more than w and some less, and conversely when w 
rises. Somewhere in the middle of these ranks we may imagine an industry 
whose input components are such that the flexibility of its price is unity. 
Such a commodity has certain important advantages as a measure of value, 
as we shall see. 

As Sraffa admits (p. 18) it is unlikely that any actual commodity could be 
found that would have the necessary characteristics. However, he gives us 
directions for constructing such a commodity as a weighted average of actual 
commodities. This commodity is called the “Standard Commodity” (p. 20), 
and its formula requires that it must include all basic commodities (and only 
basic commodities) in such proportions that, for each commodity, the ratio 
of output quantity to input quantity is equal to that for any other commod- 
ity; this is called the “Standard Ratio” (p. 21). In terms of (1a), this means: 

* Ignoring the possibility that some wage goods might also be basic, and specifically as- 
suming that at least one such good is not—i.e., k > m. 

* Sraffa writes the relationship (p. 22) between wages and profits as r = R(1 — w), where 
R is the ratio of net product to the means of production, w is the wage share in net product, 
and r is the rate of profits. 

* Flexibility here refers to the percentage change in the long-run equilibrium price—that 
value of (say) p; that will satisfy (1a)—divided by the percentage change in w. Sraffa does 
not speak of this flexibility, but uses an original terminology (see especially Chapter 3). 


(AmPa t+... + (1+ 17) + Law = Mom 
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Standard Ratio. 


If this condition were not satisfied, then the own-rate of return of some com- 
modities would be greater than of others which would violate the condition 
that the rate of profits be the same in every industry. Comparing (1a) and 
(1b), it is clear that both can hold only if w is zero. Therefore, Sraffa con- 
structs the standard commodity on the assumption that w is zero. 

This is not as arbitrary as it sounds. To see the rationale of his procedure 
let us consider his view of the productive process. He envisions a “cycle” of 
production beginning with a stock of commodities which is used up in the 
productive process from which emerges its replacement,* and (possibly) a 
surplus, depending upon the productivity of the system.® (If the stock of com- 
modities includes durable instruments there are complications, but no dif- 
ficulties of principle.) The amount of the surplus per period depends solely 
upon the technological characteristics of the system and not upon how it is di- 
vided between the two shares, wages and profits. Sraffa offers no theory of 
distribution; so far as this book is concerned, the wage share may be repre- 
sented by any real number between zero and one, and the profit share by one 
minus the wage share. But since there is no functional relation between re- 
wards and supplies of what I would call factor inputs, the physical composi- 
tion of the surplus is independent of the ratio of wages to profits. 

However, its value composition in units of any one commodity or of a 
weighted average of commodities will vary with the ratio of wages to profits, 
unless wages are zero. To assume wages are zero does not alter the physical 
composition of the surplus, and therefore the measure of the national income 
in standard commodity units will not vary with changes in the ratio of wages 
to profits. The composition of the standard commodity and of the national_in- 
come both depend upon the state of productive technique |[i.e., upon the set of 
input-output coefficients in (1)], but if the standard commodity is to provide 
a unique measure of value there must be a one-to-one correspondence between 
the state of technique and the standard unit. On the assumption that all prices 
are positive and that the rate of profit is equal in all processes, Sraffa demon- 
strates, in Chapter 5, that this correspondence exists. The logical structure of 
this part of the argument is exceptionally tight, even for this volume, and 
further condensation would make for obscurity. Suffice it to say, I find the 
argument valid in its essentials. 

Now let us consider the meaning and/or uses of the standard commodity. 
In any state of technology, there will be a subset of all commodities (the 
basic commodities) from which, when the economy is in equilibrium,’ one can 
construct a (weighted) composite whose rate of exchange with any given com- 


* This explains the title of the book. 
* As Sraffa notes in Appendix D (p. 93), this view of the productive process is essentially 
Ricardian. 


* That is, when prices and quantities are in accord with (1a) and do not reflect the influ- 
ence of disturbances. 
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modity will be invariant with respect to changes in the ratio of wages to the 
rate of profit. Since the price of any product can be imputed, without remain- 
der, to wages and profits (by definition), this means that the rate of exchange 
of the standard commodity, Z, with any other commodity will not be affected 
by the relative prices of the nonstandard commodities. Z can vary only when 
a change of productive techniques causes an alteration in the physical struc- 
ture of the standard commodity. That is, relative prices, in terms of standard 
units, depend only on the technical conditions of producing the standard 
commodity. 

From this it follows that if one can find even one commodity which can be 
treated as identical at two different times, or in two different places, he can, in 
principle, establish an equivalence between the appropriate standard com- 
modities—by expressing them in terms of this one commodity—and thereby 
make it possible to compare commodity bundles in the two situations. For ex- 
ample, if the common commodity should be man-hours of unskilled labor,’ 
then we may express the national income of China in 1960 as so many U. S. 
standards units of 1960 or as so many Chinese standard units of 1900, etc. 
Because of the uniqueness of the standard system, we need not fear that our 
results will vary with the commodity chosen as the measure of value—should 
more than one be available. Moreover, this measure of value seems to have 
nothing to do with tastes or preferences, but to depend solely on technology. 
The cruicial point is whether one can identify a man-hour of labor, or any 
other commodity, as being identical in two different situations. This is not a 


matter with which Sraffa is here concerned; however, in the critique to which 
the present essay is the prelude, he will need to be. 

Now, let us consider the nonbasic commodities. These are goods which, by 
definition, do not serve as means of production of every commodity.* Non- 
basics cannot, by definition, appear in a system of simple reproduction;?® i.e., 
one in which J, + +++ =J,J=1,2++ But in a system where 


"Sraffa does not develop this aspect of his argument. I suspect he has something of this 
sort in mind from his remark on page 32 that “all the properties of ‘an invariable standard 
of value’ .. . are found in a variable quantity of labour. . . .” 


* This definition applies only to systems in which only one commodity corresponds to any 
one process—no joint production. In Chapter 8 a more general definition is introduced (p. 
51). This definition says (in effect) that in a system of production processes such as (1a), 
there can be no more basic commodities than there are (linearly) independent equations: the 
other commodities are nonbasic. Thus, in (1a), if only # equations were independent, k — h 
commodities would be nonbasic; the nonbasic commodities would be those produced by the 
processes whose equations were redundant. It can easily be seen that this more general 
definition implies the earlier one. Increased generality of definition is required to cover cases 
where a basic commodity, on the original definition, uses a nonbasic commodity as a means 


of production (and to cover cases of joint production). In this case, the apparently basic 
commodity is actually nonbasic. 


*Le., a system of simple reproduction requires that the quantity of each commodity that 
is produced should exactly equal the amount used up. If this condition is satisfied for every 
basic, then either the nonbasic requires no basics as means of production (which contra- 
dicts the definition of a basic) or uses up some of at least one basic which contradicts the 
definition of simple reproduction. 
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a surplus is produced [ie., J (1 +A) =Ja+++++Jy, }>0 for all J, 
and 4 > 0 for at least one J], nonbasics may arise, though they need not. 
Sraffa’s example of a nonbasic commodity is a luxury good. Since, given the 
rate of profits, the basic system is determinate, the prices of all means of 
production of the nonbasics (including the wage rate) are determined. 
Changes in the cost elements of a nonbasic may affect its price, but changes 
in its own price due to improvements in the technique of producing it will 
not affect the price of any basic commodity, given the basic system. (However, 
there may be cost-price inter-relations among sets of nonbasic commodities.) In 
this sense, the prices of nonbasics are cost-determined, but not cost-determining. 
Despite this, there is nothing postulated about the relative importance of 
basics and nonbasics in the national income. In principle, the basics could 
constitute no part of met output or national income’ and yet their prices 
would determine all other prices in the system, but would not be (reciprocally) 
affected by them. 

This all adds up to a theory of price determination without demand func- 
tions. Is it satisfactory? I think not, for two reasons. The first of these refers 
to the question of whether a particular commodity will be produced at all. 
Sraffa postulates that the price of a commodity must equal its cost of produc- 
tion plus a mark-up determined by the rate of profit (call it the supply price). 
But there is no guarantee that demand will be such that a positive quantity 
could be sold at a price high enough to equal the supply price. Consequently, 
in the case of nonbasics, changes in tastes could cause the demise of one com- 
modity, A, and its replacement by another, B, provided only that a shift in 
tastes lowered the demand price for one unit of A from above to below the 
supply price, and conversely for B. This would not affect the basic system, 
though it might drastically alter the physical composition of national income. 

However, there is a related difficulty for basic commodities. The prices of. 
these commodities, by definition, depend solely on technical conditions; con- 
sequently, variations in tastes cannot directly affect them. But consider the 
possibility that one or more basics could be produced by more than one 
method. Then, the relative cost advantage of the alternative methods would 
depend upon the relation of wages tc profits. But in terms of what standard 
commodity are we to measure the relative costs of the different methods? Each 
method implies a different standard commodity, and hence relative exchange 
values will vary with the ratio of wages to profits because of the induced 
change in the standard commodity. 

Sraffa confronts this difficulty in Chapter 12, and attempts to overcome it 
by assuming (pp. 82-83) that although the products resulting from (say) 
two alternative methods are identical for basic uses, these products are differ- 
ent for nonbasic uses, which implies that the two methods will both be actu- 
ally utilized irrespective of the wage-profit ratio. Hence comparison of the 
relative cost of the two methods can be made in both standard systems. And 


*T.e., the entire net output or surplus could consist of nonbasics. I am indebted to W. 
Haque for correcting my ideas on this point. 
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Sraffa then shows that while the ratio of the relative costs of the two methods 
will vary with the standard unit used, their ranking in terms of cost will not. 

This is acceptable if we grant that there are nonbasics such that both meth- 
ods of production are used simultaneously. But suppose this condition is not 
satisfied? Or suppose the different nonbasic uses are to some extent alterna- 
tives depending upon relative prices (see above), or that tastes for nonbasics 
depend upon methods of production, as Marxists would have it? In any of these 
eventualities, it becomes impossible to define a measure of value that is in- 
variant with respect to the wage-profit ratio or even of the state of nonbasic 
users’ (consumers’) tastes. In short, Sraffa’s model will work if the list of 
nonbasic commodities actually produced is fixed and if all possible productive 
techniques are always used. Otherwise, changes in consumer tastes may 
make it impossible to discuss the effect of a change in the wage-profit ratio on 
relative commodity prices in terms of a given standard unit. 

A second difficulty with Sraffa’s analysis arises from the absence of specifi- 
cation of decision-making units. We are told that the rate of profit must be 
equal on all processes; but there is not a trace of an argument as to why. Nor 
is any attempt made to show that any set of producing units would decide to 
produce a set of outputs consistent with a uniform rate of profit and a specific 
state of technology. 

As noted at the outset, Sraffa explicitly denies that he is assuming con- 
stant returns to scale. At first blush this seems utterly inconsistent with the 
scalar expansions and contractions of processes required to construct the stan- 
dard commodity. However, it is not necessary that these operations be carried 
out; it is necessary only that they can be defined so that for any given state 
of productive technique there will be one and only one standard commodity. 
If there should be increasing or decreasing returns to scale, this would mean 
only that the state of technique—as defined by process equations (1)—varies 
with the level of output. Whether it does so is irrelevant to Sraffa’s argument, 
which is concerned only with explaining the consequences of technical change 
(i.e., of changes in input coefficients per unit of output), but not its “causes.” 

But if one particular commodity should be produced under conditions 
of increasing physical returns to scale, and some others are not, then for the 
rate of profit to be equal in all lines implies that the producer in the increasing 
returns industry does not maximize profit. This may be; but to assume equal 
rates of profit without specifying anything about the technical conditions 
of production and/or competition raises serious questions concerning the in- 
stitutional assumptions necessary to insure that a set of outputs satisfying a 
given set of input-output relations would be produced. 

One further point worthy of special notice is Sraffa’s rejection of the notion 
of original factors of production (p. 94). This view is not only like that of 
Marx (which Sraffa recognizes), but also like that of von Neumann.” As al- 
ready noted, Sraffa views the economy as being endowed with a stock of 
commodities and a set of techniques which uniquely determine the maximum 


™* J. von Neumann, “A Model of General Economic Equilibrium,” Rev. Econ. Stud., Aug. 
1945, pp. 1-9. 
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rate at which that stock of commodities can grow. If we ask from where does 
the physical substance of these commodities come—i.e., what about land—the 
answer is that land is a nonbasic (Ch. 11). It is nonbasic because, though a 
means of production, it is not itself produced; i.e., it is nonbasic because it 
cannot help to reproduce itself, and therefore cannot enter into the standard 
commodity. The price of land is therefore determined by the standard system, 
but cannot enter into the determination of the set of prices which define the 
standard commodity. However, given the set of techniques available to the 
community, the price of (homogenous) land will vary with the quantity avail- 
able (p. 76). This implies that a productive process which is “unprofitable” 
at the land price corresponding to one quantity (of land) may become profit- 
able at the land price corresponding to a larger quantity. If this process pro- 
duces a basic commodity, then the standard commodity is changed; in other 
words, the composition of the standard commodity depends not only on the 
state of productive techniques available to the community but also upon the 
quantity of land available.’* 

But if this applies to land then, as J. B. Clark asked long ago, why not to 
labor? If it does apply, then the standard commodity and relative prices 
vary with the relative quantities of (at least) two “original factors’ of produc- 
tion—a view that smacks rather strongly of neoclassicism. If it does not 
apply, it is up to the author to tell us why. 

These critical remarks are not intended to minimize a very significant intel- 
lectual achievement. As the author tells us in his preface, the central propo- 
sitions of the essay had taken shape in the late 1920’s. Had this book been 
published then or at any time in the 1930’s, it would have constituted a 
theoretical innovation of the first importance. But von Neumann’s essay (op. 
cit.) and the subsequent development of activity analysis have anticipated a 
good part of what Sraffa has to tell us. Even so, I suspect there is much that 
is new; but to be sure of this a reviewer would have to be far more au courant 
of the burgeoning literature of activity analysis than the present one. Sraffa 
himself makes no attempt to relate his own work to this literature; his “Refer- 
ences to the Literature” (Appendix D) mention no one more recent than Marx. 
One can only hope he will attend to this deficiency in the critique to which this 
is the prelude. 

M. W. REDER 

Stanford University 


Wage Behavior in the Postwar World, An Empirical Analysis. By W1Lt1AM 
G. Bowen. Princeton: Industrial Relations Section, Princeton Univer- 
sity, 1960. Pp. xiii, 137. $3.00. 

This is an extension of the author’s earlier attempts to comprehend the con- 
ditions for attainment of stable-price and full-employment goals. In his book 
on The Wage-Price Issue—A Theoretical Analysis (Princeton, 1960), which 
was reviewed by Paul L. Kleinsorge in the September 1960 issue of this Re- 


™ Sraffa recognizes this in n. 1, p. 76. 
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view, Professor Bowen concluded that theoretical analysis cannot provide a 
clear answer to the question of whether “the wage- and price-setting institu- 
tions of the tontemporary American economy impart an upward pias to the 
price level.” 

The slim volume here under review reports on empirical inquiry into wage- 
rate changes as related to the variables of unemployment, union strength, 
industrial concentration, profit rates and change in production worker em- 
ployment. The relationship between unemployment and wage change is ex- 
amined for the years 1900 to 1958, but the other variables referred to are 
considered only with reference to the postwar period. 

The author finds that over the long period, “on the average, wages have 
risen faster than the long-term trend in output per man-hour whenever non- 
farm unemployment has been less than 9%,” and “that wages have risen at 
about 5%/annum when unemployment has been held down to 3-4%” 
(p. 18). He lends support to the idea that there is at least some trend toward 
higher rates of wage increase at stated levels of unemployment. While the 
author is cautious about drawing conclusions on this matter this reviewer ques- 
tions whether he has been cautious enough. The long-run comparison depends 
upon the accuracy of the unemployment estimates for the prewar years; no- 
where is the reader alerted to the speculative nature of the Lebergott estimates, 
particularly for the pre-1929 years, which are selected as crucial. Similarly, no 
mention is made of the shift over to a new unemployment series or to labor 
force flexibility in the post-Korean period, although much is made of the 
response of wages to the Korean war (p. 44). 

The author seeks for explanation of postwar variations in the unemploy- 
ment-wage relationship by examination of changes over time and of interin- 
dustry differences. He finds that broad trends in profits and in manufacturing 
employment do not help to explain these variations (p. 47); however, he con- 
cludes that the possibility that the length of collective bargaining agreements 
and the relatively rapid rise in consumer prices explain the 1958 recession 
picture “cannot be contradicted by available evidence” (p. 51). The inter- 
industry analysis yields several interesting conclusions, among which are the 
following: The degree of unionization is not an important determinant of 
wage change in recession but is important in recovery. Quite the contrary is 
found to be the case when a high degree of unionization is linked to indus- 
trial concentration; that is, wages rise relatively fast in recession but slowly in 
recovery. The author states that he has failed to “unearth any reasonably 
strong and consistent relationships between wage behavior and any single 
wage-determining factor” (p. 95). He can see no reason for expecting that in 
the future wages will go up less rapidly (at given levels of unemployment) 
than they have in the past. Neither does he see any easy way to achieve such 
a change; “even the wholesale elimination of trade unionism and indus- 
trial concentration would not solve the wage behavior aspect of the inflation- 
unemployment problem.” 

In this monograph Bowen has made an interesting contribution to the cur- 
rent discussion of a topic of prime importance. The appendixes contain in- 
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formation that will be useful to other analysts. The writing is lucid and well 
summarized, and despite a somewhat fragmentary character, it will have ap- 
peal for the general reader as well as the specialist. 


Rosert J. LAMPMAN 
University of Wisconsin 


Planning Production, Inventories, and Work Force. By Cuar.es C. Hott, 
Franco Mopiciiani, Joun F, Mutu, Herpert A. Simon, with contri- 
butions by Cuartes P. Bonini, Peter R. Winters. Englewood Cliffs, 
N.J.: Prentice-Hall, 1960. Pp. xii, 419. $7.50. 

For the past decade, macro-economists have been paying increasing atten- 
tion to indices such as the Department of Commerce’s statistics on manufac- 
turers’ inventories, the reason being that fluctuations in inventories are now 
recognized as imporiant in determining movements in the economic activity 
of the United States. A parallel development of significance among micro- 
economists has been the derivation of mathematical models which recommend, 
in part, the dampening of costly production and inventory fluctuations within 
a firm. This book represents a major contribution to the micro-theory litera- 
ture, 

It is fair to say that there now exist distinguishable schools of thought on 
the economic solution of inventory problems. For evidence, we can point to 
academic centers of inventory research such as M.I.T., where emphasis is 
placed on queueing theory analogies; Case Institute of Technology, lot-size 
formulas; Stanford University, multiperiod two-bin models; as well as Car- 
negie Institute of Technology, where the research being reviewed was under- 
taken. Despite the differences in approach, the different schools of thought 
generally address themselves to the same classes of problems: How much in- 
ventory of each stocked item should a firm keep at various locations in order 
best to meet an economic objective? How should production and workforce 
levels be scheduled to ensure an economic optimum? The schools of thought 
can be differentiated on such matters as mathematical rigor and sophistica- 
tion; applications to real problems; selection of an objective function, and 
types of inventory rules. 

With the above discussion as background, we turn to the specific contents of 
this book. The authors concentrate on three broad subject categories: (1) 
production and workforce planning in the firm from an aggregate point of 
view (Chs. 2-6); (2) item-by-item inventory and production rules (Chs, 10-13; 
16-17; 20), and (3) related mathematical and statistical derivations (Chs. 
7-9; 14, 15, 18, 19). Throughout, there is an emphasis on multiperiod analy- 
sis, usually involving random fluctuations in item demands. 

The important policy variables for the first category of problems is work- 
force size, production rate, and the implied size of inventory. Decisions are 
to be made in the context of aggregates, such as total labor force and dollar 
value of monthly production (and inventories). The authors refer to their 
mathematical technique as a “‘linear decision rule.” The label stems from the 
fact that the economic optimality criterion is in terms of total costs, expressed 
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as quadratic functions of the decision variables and forecasted sales require- 
ments; upon applying the differential calculus in a somewhat sophisticated 
manner to these quadratic relations, the authors derive decision rules which 
are linear functions of the essential variables and forecasts. The authors take 
great pains to explain their procedures for readers with varying points of 
view, viz., for nontechnically oriented managers who want to understand the 
aim and outcome of the analysis; for engineering-trained management scien- 
tists, who want the techniques given in sufficient detail to facilitate applica- 
tion, and for mathematically trained optimizers who want to study the theo- 
retical underpinnings of the decision rules. In conjunction, the authors give 
an ample number of illustrations, presumably stemming from actual case 
studies. 

In the second category of models, the authors study the decision variables of 
when and how much to reorder of an individual item. They proceed beyond 
the standard single-item and single-location type of model to make an attack 
on multi-item and multiwarehouse situations. The novelty of these models 
is the coupling of usual item-by-item analysis with the restrictions provided 
by the aggregate rules derived in the first category of models. 

The third category is mostly concerned with techniques of forecasting sales 
requirements. Here again the approach is from the several points of view men- 
tioned above. 

By way of critical remarks, we mention the following: The strength of the 
volume leads also to a weakness, The presence of four major authors has made 
the coverage extensive but at the same time it has produced an unevenness in 
presentation. We are not referring to the difference in level of difficulty between 
introductory material such as Chapters 2 and 3 and mathematically advanced 
treatments such as Chapter 18; this division of reader effort is welcome. But 
the discussion of the material dealing with linear decision rules, as compared 
to that of managing individual inventoried items, left at least this reader 
with the impression that the latter material mainly represented a theoretical 
exercise at the time it was written. Such a conclusion is not based on the type 
of mathematics involved; in both cases the requisite maturity is approximately 
the same. Nor is the comment meant to convey any implication about the 
relative soundness of the two approaches. But the authors were able to write 
about the usefulness of the linear decision rules so as to cite in some detail 
actual applications; so far as a reader of this book can determine, such appli- 
cation experience in the same detail did not seem to be available for the in- 
ventory models, A similar criticism concerning the level of coverage may be 
made about Chapter 19, which deals with servo-mechanism theory in the con- 
text of production control. 

Another weakness arises with respect to the economic criteria employed. 
There is much emphasis on costs, expected values of, and constraints on, ag- 
gregates, with very little enlightening discussion about the rationality of 
such criteria as compared to competing criteria. It is regrettable that this dis- 
tinguished group of authors has foregone a critical discussion of the micro- 
economic implications of the assumptions; at best, the justification of the 
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selection appears to rest on the statistical adequacy of approximations and 
mathematical tractability. In contrast, Chapter 1 provides a clear and astute 
exposition of the philosophy and implications of utilizing mathematical tech- 
niques for solving such economic problems. This chapter also presents a survey 
of actual applications of the book’s results. 

In Chapters 16 and 17, the authors provide their own severe criticism with 
regard to the logical consistency between their various approaches. Here are 
found the difficulties inevitably arising in an attempt (1) to apply simultane- 
ously aggregate and item-by-item detailed inventory and production rules, and 
(2) to design item-by-item inventory rules within a complex of a factory and 
warehouses, wherein there are important economic interactions surrounding 
the individual decisions. 

We turn to a critique of this book in the context of its place within the 
growing literature on inventory theory. In the final Chapter (20), the authors 
themselves try to compare their work with that of others. The chapter might 
better have been titled “Other Techniques We Have Heard About.” Given the 
level of achievement in the first 19 chapters, the authors certainly are to be ex- 
cused for this incomplete and somewhat misleading treatment, but their read- 
ers should be well aware that the other schools of thought mentioned above 
also have made contributions of equal importance, in this reviewer’s opinion, 
to the same set of problems. (Although the authors do not deny this conclu- 
sion, they are not motivated strongly enough to be convincing.) In the areas 
where actual applications of the theories have been made, the competing tech- 
niques are equally as practicable in terms of computational effort; in areas 
where applications are lagging, like mathematical difficulties beset all ap- 
proaches (e.g., applications of multi-item and multiwarehouse models). The 
Carnegie team is to be commended highly for an apparently fine ability to 
combine mathematical and statistical analyses to meet the requirements for 
establishing workable procedures. To do this well, they found it essential to go 
far beyond recommending a “square root lot size formula” for every inventory 
situation, but not so far as to maintain complete rigor and generality of ap- 
proach. Perhaps such a compromise is inevitable in order to meet their pro- 
fessed acid test (p. 15): how well the approach to decision-making works in 
actual practice. We shall know with certainty long before the next decade 
passes. 

Harvey M. WAGNER 

Stanford University 


Interest Rates and Asset Prices. By RALPH Turvey. New York: The Mac- 
millan Company, 1960. Pp. xiii, 109. $3.00. 

In this slim, useful, little volume Ralph Turvey develops an extended 
liquidity preference (L.P.) theory of interest, though rather more mechanistic 
than most of its prototypes. He rejects the loanable funds approach, declar- 
ing that he is “only interested in theories which are testable” (p. 16). Rebut- 
tal from loanable funds theorists would be in order. 

Turvey’s standards for an interest theory are that “its relation to ordinary 
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economic theory should be apparent, it should be simple and, finally, it 
should be directly relevant to the real world” (p. 13). I think Turvey earns 
good marks on each score though there is lingering skepticism as to the close 
relevance of his theory in foreshadowing interest-rate movements. 

Among the factors which can carry the equilibrium price of an asset to 
higher ground, Turvey lists (p. 14): (1) a reduction in the quantity of the 
asset; (2) an increased desire to hold the asset; (3) large initial holdings 
by individuals wth a strong desire for it; (4) an increased quantity of money; 
and (5) a decreased desire to hold money. There is obvious interdependence 
in this list. 

Not without precedent in interest analyses, Turvey feels impelled to focus 
his study upon government securities as the asset. Initially, he elaborates a 
conventional L.P. theory, with the important addendum, often neglected, of 
the influence of the number of bonds outstanding on the demand for money. 
(Along with others, notably Metzler, I have argued for the same recognition. ) 
Turvey writes: “the number of bonds is just as important as the quantity of 
money” (p. 26). The insight should also cover an inherent “irreversibil- 
ity” whenever the monetary authority buys and sells bonds at different prices 
in the course of open-market operations. The footnote reference to Kragh over- 
looks some recent literature on this matter. 

In appraising the effect of the transactions demand for money on interest 
rates, Turvey’s ideas are stimulating and would warrant ventilation, space per- 
mitting. One proposition is that “the larger the rise in real income associated 
with a given rise in money income, the larger . . . the demand for money” 
(p. 38). The force of this is dissipated, however, by the expectational content 
of the speculative motive which tends to be obscured in the author’s account. 
His view that it is “only a probability” that transactions demand varies di- 
rectly with national income, or that the effect of interest rates on transactions 
demand is a priori indeterminate, may be merely a theorist’s arm-chair cau- 
tion, almost exasperating in its agnosticism where practical guidance is ex- 
pected, Do we know so little or do we fear to be in error in assessing topical 
events? 

Compared to the calculated modesty here, the conclusion that a fall in in- 
come which lowers the demand for money must raise the demand for some 
other asset (p. 42) is surprising, for it rests on the particular supposition that 
the money supply is fixed and that new security issues are precluded. A tan- 
talizing suggestion is that a rise in price levels and money income, including 
higher prices for real assets such as land and buildings, can lift the demand 
for bonds and lower interest rates (p. 44). A monetary enlargement (velocity) 
aspect must be an implicit key to the paradox. Expectational elements in all 
this are also significant. 

Turning from a brief analysis of the influence of intrasector debts on asset 
demand functions, Turvey organizes a lengthier chapter with flow-of-funds 
data to explain government interest yields. Here his test rests on ceteris pari- 
bus assumptions and his main conclusion is that the average yield is “in ac- 
cord with the theory. . . . with one exception” (p. 74). He finds that an in- 
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crease of 10 per cent in the amount of money (and savings bonds minus bank 
loans) will lower the average yield by about .6 per cent. An increase in the 
monetary sector’s debt holdings will also drop the interest rate; but he regards 
his computed effect as “implausible,” and “not in accord with the theory,” 
so that it remains “the one unsatisfactory feature of the regressions” (p. 76). 
For Turvey, intermediaries and private indebtedness complicate but do not alter 
the theory. An eight-page chapter on long- and short-term rates affirms “that 
people endeavor to match the maturity pattern of assets and liabilities,” ver- 
ifying not unexpectedly “that long-term sources of finance are resorted to when 
long-term assets are acquired” (p. 95). 

Belatedly, before closing, he observes that commercial banks and the mone- 
tary authorities have been lumped together and “their actions treated as ex- 
ogenous” (p. 100). Because of the difference in their behavior he proposes 
greater sector compartmentalization involving 12 asset-demand-supply func- 
tions, each containing up to 9 terms with a total of 108 coefficients. Con- 
fronted with this formidable model a final call for “some drastic simplifica- 
tions” is sounded. 

Having myself struggled with an appropriate definition of money once the 
monetary authority is separated from the commercial banks (see my Approach 
to the Theory of Income Distribution), and on the belief that banks exert a 
decisive influence in the government bond market, I think Turvey has at- 
tached too little weight to these institutions in the course of his study. He also 
misses the influence of anticipated central bank action. Nevertheless, L.P. 
theorists wil be grateful to Turvey for a clear outline of relevant variables for 
a theory of asset prices to replace more sterile textbook accounts. His steps 
toward verification should also inspire emulation. 

While its brevity fosters a sense of optimism, despite its directness and re- 
petitiveness the book does not read easily. Innate difficulties of the subject 
are probably at the bottom of the heaviness, rather than stylistic defects. 


SIDNEY WEINTRAUB 
University of Pennsylvania 


Exercises in Economic Analysis. By JoAN Ropinson. New York: St. Martin’s 
Press, 1960. Pp. xx, 242. $3.75. 


This small book is intended to serve as a basis for group discussions of im- 
portant economic problems by beginning students of the science. Despite 
its title, it is not simply a collection of exercises. It starts with a concise 
treatment of the theory of production in a family economy, proceeds to an 
account of production and investment problems in a planned society, contin- 
ues with a nice discussion of the theory of growth and distribution, and con- 
cludes with brief but surprisingly comprehensive statements of traditional 
price theory, the theory of industrial organization, and welfare economics. 

The end result is a charming and provocative introduction to economic 
theory—original in outlook, full of pithy comments about every subject on 
which it touches, delightfully dogmatic about issues of scope and method, 
essentially accurate from a technical point of view but not so rigorous as to 
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stifle independent thought by prospective readers. Although the book is 
written specifically for beginners, moreover, many parts of the argument will 
appeal also to professional economists, Mrs. Robinson is at her best when she 
puts technicalities to one side and lets us have a clear view of the working 
of her magnificent intuition, and this she has done in full measure in the 
present volume. ‘ 

Needless to say, the book is not without shortcomings, Like most English 
economists, Mrs. Robinson apparently finds it difficult to take seriously the 
writings of Continental and American scholars, Her terminology is correspond- 
ingly idiosyncratic, and her handling of topics like the theory of money and 
capital (to which English economists other than Keynes have contributed 
virtually nothing) is woefully inadequate. Throughout the argument, more- 
over, there is a tendency to confuse theory with applications; to proceed as if 
“the nature of Reality” dictated the use of particular theoretical models to 
describe particular concrete situations, Regarded as a vehicle for developing a 
“feel” for economics, however, the value of the book may actually be en- 
hanced rather than diminished by virtue of these and other apparent faults, 
The stimulation of critical faculties is, after all, one of the first essentials in 
the training of professional economists. 

Perhaps the most important thing to be said about the book is that it is a 
vastly more significant contribution to the existing literature than its size or 
title might seem to indicate, In her preface, Mrs. Robinson suggests that the 
only way to learn how economic propositions are arrived at is to derive some of 
them. In a similar vein, | would suggest that the only way to appreciate the 
over-all excellence of Mrs. Robinson’s Exercises is to read it, 

Ropert CLOWER 

Northwestern University 


Macroeconomic Theory, By Garpner ACKLEY. New York: The Macmillan 
Co., 1961. Pp. xv, 957. 

Professor Ackley here displays an impressive expertise and ingenuity in the 
construction of models. The whole book is in fact an elegant piece of exposi- 
tion, It is split into four parts: “Concepts and Measurement,” “The Classical 
Macroeconomics,” “The Keynesian Macroeconomics,” “Some Extensions” — 
throughout all of which the same high standards of clarity and organization 
apply. 

In Part I, after a discussion of basic concepts, the greater part of three chap- 
ters is devoted by Ackley to a detailed discussion of the concept and measure- 
ment of national income. Part II gives elegant diagrammatic expression to 
classical theory. I must however dissent from Ackley’s idea (p. 109) that 
Ricardo’s ideas about macroeconomic matters were “at best rudimentary.” 
Having worked through the Ricardian model at some length, I am on the con- 
trary increasingly impressed with the comprehensiveness of his macroeconomic 
thought, Only grant him his factual assumptions and his macroeconomics in- 
exorably follows. He did mot ignore effective demand—he only treated it from 
oversimplified assumptions. 
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Part IIL of Ackley’s book, “The Keynesian Macroeconomics,” is devoted to 
diagrammatical expression and explanatory text concerning (mostly) a very 
narrow version of Keynesian theory. But in Chapters 13 and 14, “Extensions” 
and “The Complete Keynesian Model,” Ackley increasingly wavers between 
what might be called streamlined Keynesianism and later more sophisticated 
doctrine. Thus he has good fun with the tautological multiplier, but in restating 
Keynes seems himself to forget (p. 315) J. M. Clark’s point that the stimulus 
to investment need not wait for “rounds” of payment to work themselves out. 
He also expresses (p. 332), surely by oversight, a misleadingly unqualified ver- 
sion of the paradox of saving: “a community that loses its thrifty habits suc- 
ceeds in saving more than it had previously.” In Chapter 14, however, Ackley is 
definitely misleading in his account of Keynesian thought. After devoting most 
of the chapter to the more narrow version of Keynes, Ackley suddenly (pp. 
392-93) takes it all back and says “once we introduce expectations and a dy- 
namic analysis the effect of a wage cut might be highly favorable.” But he for- 
gets to point out that Keynes (Chapter 19 of the General Theory) had said 
exactly the same thing and for the same reasons. 

Part IV is devoted to inflation, investment, economic growth, and a summary. 
The chapters on growth are narrowly “economic”: “We are concerned” (p. 506) 
“with the growth of an economy already employing modern productive tech- 
niques and highly developed institutions.” The chapters on investment are in- 
teresting but on a somewhat narrow base. On page 507, however, Ackley seems 
to say that mere quantitative capital accumulation, “without technical change,” 
can still add eternally to output and hence that the stationary state need never 
arrive. Perhaps he means without innovation, for the reference to “better” tools 
in the same passage surely means change. Yet apparently Ackley’s views here 
have become those of Frank Knight—and one wonders what this does to the 
rest of the book? 

To some extent, indeed, the study fails to live up to its initial promise. It re- 
flects in fact the split personality which macroeconomics is increasingly develop- 
ing, and it is to Ackley’s credit that the conflict stands out so clearly. As an ex- 
ample, on page 8 he refers to the “increasing precision with which economists 
have formulated their concepts. Thus economists talk of functional relation- 
ships instead of the earlier and often vague discussions of ‘tendencies’ of 
‘causes.’ , .. The existence of a functional relationship ... means . . . a change 
in one variable is associated in some regular and predictable way with a 
change in another” (italics added); and there are similar statements. Yet if 
we compare the concessions made in Chapter 4 with the claims for precision 
of Chapter 1, I submit that the claimed precision vanishes. One is left either 
with “implicit reasoning” or else models too abstract to be workable or re- 
liable. Perhaps this is the basic weakness of the whole school represented here. 

The real merits of the book should not be obscured by criticism; yet to this 
reviewer anyhow, its basic structure seems fundamentally inadequate. A clue 
to the essential difficulty appears very early: Ackley says (p. 17), “A broader 
and more significant dynamics would include, as well, the movements of a 
system which is never in equilibrium, either because no equilibrium exists, or 
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because the movements of the system are not in the direction of equilibrium, 
or because of continuous changes in external circumstances—-productive 
techniques, population, consumer tastes, government actions, to name the 
more outstanding ones” (italics supplied), But he winds up the section: 
“nevertheless, because statics is simpler, and because it provides a con- 
venient, even necessary, starting point for dynamics, the primary method of 
this book is statics, Still dynamic analysis will not be neglected.” 

But can one treat the forces named as external to the capitalist process? 
Years ago the writer remarked that approaches of this sort were like defining 
all “men” as eunuchs and then writing a “general theory” of the inability of 
“men” to procreate, The life blood of a capitalist and/or growing society 
is technical change and the resulting continual alteration of the “product 
mix” and expenditure pattern, The process is intrinsic not external. Only by 
neglecting this fact do we get theories of automatic glut, automatic decline 
of the marginal efficiency of capital schedule and so on. It is true that Keynes 
sometimes wrote in a manner which ignores this fact, and Ackley wrings the 
last drop of complication or implication from what might be called stream- 
lined Keynesianism. But surely now at this late date, we should be realiz- 
ing that Keynes’ analysis also had another aspect: the relation of innovation 
to pressure groups, ideology, price/cost relations—especially expected 
ones—and so on, Whether for example diminishing returns is operating for an 
increase in the capital stock in any given situation depends not on any mathe- 
matical capital/output ratio but on the social setting, the degree of po- 
tential technical change, and the institutional situation. The analysis of his 
book, despite its theoretical elegance, is never wide enough to yield reliable 
policy conclusions or understanding for the real world. I have contented my- 
self here with pointing out the basic inadequacy. A long catalogue of praise 
and blame could be added, but it seems to me this would largely be need- 
less repetition. 


Davip McCorp Wricut 


McGill University 


National Income and Flow-of-Funds Analysis. By Joun Powr ison, New 
York: McGraw-Hill, 1960. Pp, xi, 550. $7.95. 

One among a growing number of textbooks dealing with income analysis 
and macroeconomics, this book emphasizes the framework provided by na- 
tional income and flow-of-funds accounting. Income analysis is taught almost 
entirely by the use of arithmetic models which are worked out in terms of en- 
tries implied by the accounts. Little reliance is placed on graphic presenta- 
tions or on mathematics. 

Part I develops a simplified set of national income and product accounts. 
Complications arising from investment, business saving, government, and 
foreign trade are introduced in turn. The final chapter of this section summa- 
rizes the U.S, national income and product accounts as prepared by the De- 
partment of Commerce! The author refers to a more detailed treatment given 
in his Economic Accounting (New York 1955). 
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The national income analysis of Part Il uses the accounting framework of 
Part 1 to develop simple models of the multiplier and the accelerator and the 
interaction between them. No attempt is made to present a theory of the de- 
termination of an equilibrium level of income, the analysis proceeding entirely 
in terms of changes from some (unspecified) initial position. Exclusive reli- 
ance is placed on period analysis, which the author warns us is no more than 
a pedagogical device. The models are expressed numerically in terms of the 
accounts; very simple algebraic solutions for the final equilibrium positions 
implied by the various arithmetic models are given, but geometrical solutions 
are entirely absent. The familiar Keynesian 45-degree cross appears nowhere 
in the book. After presenting a simple multiplier model with personal saving 
as the only leakage, the author extends his analysis to cover taxes, business 
saving, and imports, which are taken as functions of income. Emphasis is 
placed on the distinction between “functional” and “accounting” relation- 
ships, and the reconciliation of ex ante and ex post magnitudes is well done. 
No formal analysis is given of the exogenous tax multiplier, and the balanced 
budget multiplier is not discussed, The arithmetic models of accelerator- 
multiplier interaction cover both the convergent and the explosive cases. A 
brief chapter on the consumption function emphasizes the geometry of the 
function and statistical data (both cross-section and time-series) dealing with 
income and consumption, with little theoretical rationalization of the ap- 
parent empirical relationships. 

A simplified set of flow-of-funds accounts is presented in Part III, The au- 
thor does a good job of showing the relationship between the flow-of-funds 
approach and the national-income-accounting approach presented in Part I. 
The Federal Reserve System’s accounts for the United States are given in a 
separate chapter. Special efforts are made to show the way in which the com- 
mercial banking sector fits into the accounts, although the author does not 
attempt a complete discussion of money and banking. Foreign transactions 
also receive emphasis. While the accounting framework is well developed, 
the absence of any theoretical treatment of interest rates and asset prices tends 
to reduce the usefulness of the author’s effort to make “monetary processes 
an integral part of national income analysis.” 

Part IV, “Problems of Stability and Growth,” which comprises close to half 
the book, is concerned for the most part with problems of inflation and exter- 
nal (balance-of-payments) equilibrium, with inflation receiving the lion’s 
share of the attention. The great variety of inflation models may leave the 
student with the impression that “almost anything can happen” in inflation. 
While the author recognizes the importance of the distinction between spend- 
ing decisions as given in money or in real terms and while he denies that 
“money illusion” necessarily characterizes the behavior of decision-making 
units, he tends to concentrate on those cases where some one’s spending 
(either temporarily or permanently) is assumed to be given in money terms, 
so as to make his arithmetic models determinate. It is here that his accounting 
technique does not appear to be particularly useful. As a basis for discussing 
income distribution during inflation, there is, however, an interesting discus- 


706 THE AMERICAN ECONOMIC REVIEW 


sion of the problem of deflating the national income accounts when wage 
rates, consumer-good prices, and capital-good prices change in different pro- 
portions, with resulting terms-of-trade and capital gains and losses within 
different sectors. The book concludes with a rather prosaic chapter on policy 
problems. 

The major deficiency of this book is the absence of cither a theory of the 
demand for money and the determination of interest rates, or a theory of pro- 
duction and distribution and the determination of wages and prices. A non- 
technical discussion of production frontiers, Say’s Law, underemployment 
equilibrium, the effects of wage and price flexibility on aggregate demand, the 
Pigou effect, the marginal efficiency of capital, the interest elasticity of con- 
sumption and investment, the demand for speculative balances, and interest 
rate floors is compressed into some 24 pages. The author subsequently finds 
himself without the tools he needs for analyzing some of the problems he 
chooses to discuss, particularly inflation. The analysis of income distribution 
during inflation, for example, almost implies that real wages (and the result- 
ing distribution of income between wages and “dividends”), or the rise of 
real wages over time, can be taken as exogenously determined, given, appar- 
ently, by some process of bargaining. 

The book is well written, but rather long. While the multiplicity of arith. 
metic models adds to the length, the author’s use of a mythical economy as 
another pedagogic device is a contributing factor to the book’s size, While the 
affairs of Nolandia and the debates among its academy of scholars may en- 
liven the book, this reviewer, with due regard for differences in tastes, believes 
the analogy is carried to an extreme. 

The author has produced a book that will undoubtedly prove useful in those 
courses in macroeconomics which stress national income and flow-of-funds 
accounting and develop the analysis in terms of the accounting framework. In 
these respects, it is perhaps most nearly similar in its coverage to Ruggles and 
Ruggles, National Income Accounts and Income Analysis (New York 1956). 

Epvwarp C, Bupp 

Pennsylvania State University 


Economic History; Economic Development; National Economies 


Trends in the American Economy in the Nineteenth Century. National Bu- 
reau of Economic Research, Studies in Income and Wealth, Volume 
XXIV. By The Conference on Research in Income and Wealth. Prince- 
ton: Princeton University Press, 1960. Pp. xi, 780. $15.00. 

“Another damned thick square book!" With this opening quotation the 
volume presenting the results of the 1957 joint sessions of the Conference on 
Research in Income and Wealth and the Economic History Association chal- 
lenges comparison—in size—with Gibbon’s Decline and Fall of the Roman 
Empire. Its publication has been eagerly awaited and some of the findings 
have already been incorporated in the recent edition of the Historical Statis- 
tics of the United States. The size of the book is explained by the inclusion of 
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papers by nearly a score of authors, together with statistical appendices and 
the comments of a dozen discussants. The fullness of presentation will facili- 
tate further work in the field and provides an ample basis for technical criti- 
cism of the methods employed. The present review will not attempt this task 
but will instead consider the significance of the findings for economic history. 

What the undertaking represents is a concerted attempt on many fronts to 
carry statistics within “the national income framework” into the terra semi- 
incognita of the nineteenth century. For a number of years 1899 was the bor- 
der line of such systematic treatment, as witness a series of studies published 
by the National Bureau of Economic Research. The work of Simon Kuznets 
and others then pushed the dividing point back to 1869. The present volume 
attempis to go still farther, subject always to the recognized risk that what 
one of the discussants called “postcasting”’ may suggest a precision of knowl- 
edge which the original data cannot support. It may perhaps be said that the 
result is to carry the statistical border line back to 1839, but on an irregular 
front, with occasional forays into still earlier territory. The examination of 
output before 1840 finds it impossible either to confirm or refute earlier sug- 
gestions of a decline in income between 1799 and 1839. Most of the papers on 
the United States do not attempt to go back of 1839, and none of the three 
Canadian essays goes back of 1850. On the other hand the elaborate stud- 
ies of wages and of farm output and investment deal with the entire century, 
the canals chapter presents figures for 1815 to 1860, and the availability of 
governmental figures makes it possible to carry the study of federal expendi- 
tures and of the balance of payments back to 1790. 

The nearest approach to an over-all view of the newly won territory is given 
by Robert E. Gallman’s figures on “Commodity Output,” which represent 
approximations and estimates of the value added by agriculture, mining, 
manufacturing and construction from 1839 to 1899. In spite of the areas 
omitted, Gallman’s totals cover perhaps two-thirds of the national output of 
the time and may therefore be used, at least tentatively, to suggest the 
amount and timing of economic growth. So taken, the results are striking. 
Over the 60 years commodity output increased elevenfold—-perhaps, as the 
author suggests, the highest rate of growth experienced by any nation over so 
long a period. Per capita output in 1899 was about two and a half times that 
of 1839. As to timing, the Civil War decade represented not an acceleration 
of economic development, as has often been assumed, but a temporary inter- 
ruption of a rise in per capita output that was rapid in the ’fifties and was 
resumed at a still higher rate in the ’seventies and ’eighties. 

Distribution of this income among regions and states is examined by Rich- 
ard A, Easterlin for the years 1840-1950, He finds a persistent tendency over the 
entire period for a convergence between areas in per capita income, and in one 
of its important determinants, the proporiton of the labor force in nonagricul- 
tural occupations, To this the great exception is provided by the South, whose 
relative share in per capita income declined sharply from 1840 to 1880 and 
began to rise again about the turn of the century. Stanley Lebergott’s wide- 
ranging chapter on wages calls attention to a number of differentials which 
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will interest economic historians, such as that between wage rates in the 
large mills of the Lowell type and those in other early textile factories. On the 
general level of labor incomes, he notes the gains arising from the shifts from 
slavery to freedom and from agriculture to other occupations but believes that 
real wage rates for nonfarm employment rose little or not at all between 
1800 and 1880-—a finding which he himself describes as the result of little 
more than “careful guesswork” and which a critic considers somewhat im- 
probable in view of the great increase in per capita output. 

Two essays deal with major fields of investment before the Civil War. The 
chapter on railroads does not venture to construct an over-all estimate from 
the scattered materials available. For canals, on the other hand, H. Jerome 
Cranmer presents a usable estimate of a little less than $200,000,000 and al- 
locates the figures on a year-to-year basis by assuming that the canals for 
which annual figures are not available followed the same “profile” of expend- 
itures as those with more complete records. 

On the balance of international payments, Douglass C. North presents the 
U.S. figures for 1790-1860 and Matthew Simon for 1861-1900. They em- 
ploy the full modern arsenal of categories and derive the net flow of capital 
as a residual, comparing it with direct estimates where these are available. 
North’s thorough study of freight earnings will be particularly appreciated, 
as well as his neat demonstration of a three-year lag between the arrival of 
Irish immigrants and the flow of remittances to the folks at home. Simon’s 
handling of the passenger accounts won deserved praise from the discussant. 
Penelope Hartland uses similar methods in examining the Canadian balance of 
payments since 1868. The North-Simon figures render obsolete the Bullock- 
Williams-Tucker series which has been used by economic historians since 
1919. Of all the estimates presented, those on the balance of payments are 
perhaps the most certain of immediate acceptance while a number of other 
chapters will have their greatest value as stimuli to further investigation in 
areas of particular difficulty. The volume taken as a whole represents a no- 
table extension of the boundaries of statistical history. 


Carter Goopricu 
Columbia University 


The Economic Growth of the United States, 1790-1860. By Dovuctas C. 
Nortn. Englewood Cliffs, N.J.: Prentice-Hall, Inc., 1961. Pp. xv, 304. 
$6.75. 

The task of the economic historian has never been easy. As an historian he 
has studied the past to satisfy his intellectual curiosity. As an economist he 
has turned to yesteryear in an attempt to explain today and to plan and pre- 
dict tomorrow. Combining the tools of the two disciplines he has utilized 
quantitative data and techniques without neglecting qualitative, literary 
source material. Realizing that cold figures in and by themselves do not tell 
the entire story of mankind’s evolution, he has found it quite impossible to 
comprehend economic behavior or to interpret economic development with- 
out taking an occasional glance at the ever-changing social and political frame- 
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work of society. In recent times, however, the widening scope of statistical and 
mathematical analysis has invaded one after another of the social sciences. The 
new emphasis on economic growth was an open invitation to the statistician, 
the mathematical economist, and the economic model builder to venture 
unto yet but sparsely trodden paths, and the new branch science of “cliomet- 
rics” (named after Clio, Muse of history) was born. North is one of this coun- 
try’s best known “cliometricians.” 

In addition to detailed studies dealing with specific segments of the U.S, 
economy during specific time periods, quantitative methods of statistics have 
been applied to wide areas of America’s economic development ever since 
Mitchell published his Business Cycles in 1913. Taussig’s work on tariffs, 
Kuznets’ on the changing pattern of national income composition, and 
Burns’ on production trends—to name but a few-——are widely known among 
economic historians in the United States. But the attempt ‘to build a skeletal 
framework of the disparate parts which constitute American economic history 
today” (p. vii) by subjecting the pre-Civil War era to a statistical analysis 
is a bold undertaking. 

To North, the era from the framing of the Constitution to the outbreak of 
the Civil War—-and not the post-1865 era—was the critical, formative period. 
By 1860 the foundation for future growth had been laid and the fraternal 
struggle was but a temporary interruption in the gradual evolution of an al- 
ready established, vigorous, expanding economy. 

Discarding the business cycle as a “poor framework for the analysis of eco- 
nomic growth” in favor of long swings in economic activity “which character- 
ized the economy after 1815” (p. 11), North divides his book into two parts, 
1790-1814 and 1815-1860 respectively, with greater emphasis on the 45-year 
period immediately preceding the Civil War. Economic growth is described in 
terms of the evolution of a market economy, and economic change is explained 
mainly on the basis of price behavior. Most unusual, probably, is the extreme 
emphasis on foreign trade. Over half of all charts, tables, graphs, and maps 
(87 out of a total of 153, to be exact) deal with international economic re- 
lations, The natural resource endowment of any region is studied in regard to 
its impact on comparative costs in the production of exportable commodities. 
The character of export commodities.is analyzed with a view to their respec- 
tive influence upon the economic development of the regions from which they 
originate. Technological progress is examined to determine its effect on past, 
present, and potential comparative advantage. And the disposition of the 
export-created income is treated as the major determinant of economic growth. 
The author himself states that: “The gist of the argument is that the timing 
and pace of an economy’s development has been determined by : (1) the suc- 
cess of its export sector, and (2) the characteristics of the export industry and 
the disposition of the income received from the export sector” (p. 1)—a 
proposition which, most certainly, does not stand unchallenged among eco- 
nomic historians. 

North’s book does not—and by its very nature cannot—present a complete, 
integrated picture of the economic development of the United States during 
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the pre-Civil War era. Too many topics must be slighted, too many questions 
must remain unanswered, and any evaluation of socio-political development 
must be reduced to a minimum if only the quantifiable aspects of economic 
development are subjected to extensive treatment. In North’s book one finds 
slaves, for instance, discussed as important intermediate goods (p. 72), as 
capital investment (p. 122), or as the supply of labor in the unte bellum 
South (p. 128). Statistics are presented to show number of slaves per region 
and per plantation, prices of slaves, crop value per slave, profitability of 
slavery, etc., etc. But sadly lacking is a discussion of the slave as a human be- 
ing, of the moral aspects of slavery, of the Dred Scott case, of the under- 
ground railroad, or of the major North-South compromises on the slavery 
issue. And in vain will one search the index for references to the Constitution, 
to such Supreme Court cases as Gibbons v. Ogden or McCulloch v. Md., or to 
such individuals as Oliver Evans, Robert Fulton, Nicholas Biddle, Andrew 
Jackson, or Alexander Hamilton—important as all of these undoubtedly 
were to the economic development of the United States. 

Yet, in all fairness to the author, it should be emphasized that he did not 
set out to write a complete socio-economic-political history of pre-Civil War 
America. On the contrary, he himself refers to his book as a “monograph . . . an 
extended argument with supporting statistical and qualitative evidence rather 
than an economic history of the period” (p. vii). As such, it is an excellent 
essay which should provide both stimulation and valuable quantitative infor- 
mation and interpretation to the student of the economic growth of the United 
States. Thus, while probably insufficient in itself as a text for even the first 
half of a course in U.S. Economic Development, it will undoubtedly prove 
valuable and find wide use as assigned reading and study material in con- 
junction with another, more conventional text. 

Harry G, SHAFFER 


University of Kansas 


Ocherki po istorii narodnogo khoziaistua SSSR (USSR Academy of Sciences, 
Institute of Economics. Essays in the Economic History of the USSR.) 
Moscow: Gospolitizdat, 1959. Pp. 405. 


This collection of essays begins a new series of studies sponsored by the 
USSR Academy of Sciences. Its major objective undoubtedly called for a 
more eloquent demonstration of the alleged merits of the Soviet economic 
system. Its contributors had access to many original sources including the 
files of central and local state archives. Such source references may impress a 
casual reader, especially when the files of the Soviet archives are quoted 
to debunk certain claims based on official Soviet statistics (cf. p. 221). 
The relative thoroughness and objectivity of analysis ends, however, when 
general conclusions are drawn from the discussion of historical details in an 
apparent attempt to satisfy the overriding objective—the glorification of the 
Soviet economic system. It is not the purpose of this review to criticize this 
and other shortcomings common to most Soviet publications but rather to re- 
port the more interesting highlights of substance to U.S. readers. 
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The first volume is primarily devoted to the period of war communism 
and reconstruction. The inquiries touch upon a variety of different topics 
ranging from the discussion of central planning to specific problems in 
industry, agriculture, railroads, and regional economics. In the first study, 
the creation of the State Planning Commission is traced back to the prin- 
ciple of “democratic centralism,” that is, a strong administration of 
the central government without choking off the creative activity of sub- 
ordinated authorities and individuals. The practical realization of this 
principle is discussed in terms of a general review of the early emergency 
plans for agriculture, mining, and manufacturing with particular reference 
to Lenin’s role in the planning activity of the central authorities. 

The next study deals with the first electrification plan and its subse- 
quent realization. Program “A” of this plan called for the reconstruction 
and more efficient operation of existing electric power plants, while pro- 
gram “B” outlined the construction of new generating capacities. In 
contrast to official statements, this study gives the impression that elec- 
tric power was rather widely used in Russian industry before the revolu- 
tion. There were already about 100 electric machine-building enterprises, 
including 30 well-equipped plants with more than 500 production 
workers each. A considerable proportion of coal mines, oil drilling, metal- 
lurgical plants, as well as the cement, textile, and other industries were 
already equipped with electric motors when the first Soviet electrification 
plan was launched in 1920. A total of 166 electric generators served the 
blast furnaces in the south of Russia in 1914. Another 23 electric power 
plants operated in the Urals. Electric motors accounted for more than 
half of all power required by major metallurgical plants, while some of 
them were almost completely electrified. 

The third study elaborates on the administration of nationalized in- 
dustry. During the period of war communism, there were no incentives 
for management to use resources efficiently as all enterprises were fi- 
nanced directly by the state budget. Shortages of fuel and raw materials 
made it impossible to utilize fully the capacity of enterprises—most of 
them operated at 10 to 20 per cent of capacity. The famine affected the 
efficiency of the labor force and reduced employment to two weeks, and 
in some industries to only one week, per month. Many industries includ- 
ing coal mining and railroads used up whatever they produced. The top 
Soviet leadership believed at that time that only a revival of trade and 
market instruments could save socialism in Russia. 

This was the background from which the New Economic Policy 
emerged. Under this policy, all industrial establishments were classified 
into three categories. The first group included plants which could have 
been supplied with raw materials, food, and money. These enterprises 
were organized in state “trusts” and remained in operation. All the others 
were to be leased to private operators, and if this could not be done, they 
were to be shut down. The management of active enterprises was per- 
mitted to market a certain proportion of output at home and even 
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abroad in order to procure necessary supplies. In practice, this policy 
meant the operation of the most efficient enterprises by the state, leas- 
ing or closing all the others. 

The fourth study in this series is devoted to Soviet fuel and metal in- 
dustries. It covers a short interim period between the end of the New Economic 
Policy and the beginning of the first five-year plan. The discussion of 
technological aspects again gives the impression that Russian industry 
was relatively not so backward at that time. Excavators, conveyors, and 
electric rail transport were already used in pit and strip mining. The most 
advanced U.S. methods were adopted and perfected in oil drilling. However, 
frequent industrial accidents were commonplace. Alleged deliberate 
“wrecking” activity as well as the incompetence of personnel were offi- 
cially blamed for the flooding of mines and accidental explosions. Plants 
and other structures were sometimes built without proper estimates or de- 
signs, Despite the mismanagement of resources, however, industry recov- 
ered and forged ahead according to various statistical tables presented in 
the text. 

The next two studies deal with the organization of farming and with 
the marketing of agricultural produce. The collectivization of agriculture 
was not an immediate goal of the Soviet government during the recon- 
struction period; less than one per cent of all farms were organized in 
communes, artels, and agricultural associations. A large proportion of 
their members constituted have-nothing peasants and workers who left 
the cities in search of food and shelter. Although collective farms received 
a 25 per cent discount on their taxes, the rent which they paid for using 
the estates of former landowners exceeded three times the amount of all 
agricultural taxes. Furthermore, the wage systems of collective farms made 
no adequate allowance for the contribution of land, equipment, and other 
property by its members. In order to raise incentives the distribution of 
produce relied heavily on various labor participation criteria. 

The other agriculture study considers the woes of Soviet agriculture 
during the period immediately preceding the collectivization drive. Under 
the New Economic Policy the output of Soviet agriculture increased but 
its marketed share remained below the prerevolutionary level. In order 
to raise agricultural deliveries, the government and cooperative agencies 
requested all farms to sign up contracts for future deliveries of their pro- 
duce. In subsequent years, these contracts regulated not only the terms 
of delivery but also the type of crops to be delivered and prescribed farm- 
ing methods in all details. At the same time an attempt was made to 
raise the level of agricultural production by subsidies and stepped-up 
deliveries of machinery and equipment. Tractors and other agricultural 
implements were either sold directly to farmers or were offered at a rental 
by tractor pools, which later became “machine and tractor stations.” In 
the late 1920’s, the expansion of state and collective farms made little 
headway despite more favorable government attitudes. The study makes 
a heroic attempt at arguing that Russian farmers gradually understood 
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and learned to appreciate the alleged advantages of socialized farming. 

The nationalization of Russian railroads is discussed in still another 
study. It attempts to show that the owners of Russian railroads were 
dispossessed by local rather than by central authorities. In fact, the Com- 
missariat of Transportation at first urged the local revolutionary commit- 
tees to establish merely a general supervision, leaving the actual adminis- 
tration and operation of railroads in private hands. The former Transpor- 
tation Ministry was in no position at that time to administer the rail- 
roads. It could only have hoped that some of the private companies would 
try to operate their railroads until the central authorities were ready to 
take over. The local authorities met usually also with great difficulties re- 
sulting from the lack of experienced personnel and the alleged “wrecking” 
activity of the former owners and employees. Some of the workers consid- 
ered the railroads as their private ventures. They sometimes claimed the 
revenue and intercepted the transit traffic of food, fuel, and other vital sup- 
plies for their own needs. Numerous government decrees and harsh measures 
finally helped to restore order. 

The remaining two studies are devoted to the republics of Central 
Asia. The nationalization of industry proceeded there in several stages. 
At first, only the enterprises of former Russian citizens were confiscated, 
while the citizens of Khiva and Bokhara received some compensation for 
their equities. The nationalization of the cotton industry and the railroads 
was followed by that of banks and other private enterprises. Consumer in- 
dustries were confiscated last. The problem of administrating the multitude 
of small enterprises became so immense, however, that some of the smaller 
enterprises had to be denationalized there in subsequent years. 

The other regional study traces the industrial development of the Soviet 
Uzbekistan. While an informed reader will hardly find any important quan- 
titative data in this study, a discussion of the evacuation of industrial es- 
tablishments from European Russia to Central Asia during the second world 
war may be of interest to some historians. 

The reviewed essays are not merely as comprehensive as the studies 
of Liashchenko and some other Russian and Western historians, but they 
nevertheless contribute to our knowledge by providing an additional 
source of useful information in the pursuit of truth about Soviet eco- 
nomic life. It may be hoped that the subsequent studies in this series 
will shed further light on more recent and crucial economic developments in 
Soviet Russia. 


GrorcE J. Novak 
Washington, D. C. 


Theories of Economic Growth. By B. F. Hosetitz, J. J. Spencrer, J. 
M. Leticue, E. McKIntey, J. Butrrick, and H. J. Bruton. Glencoe, 
Illinois: The Free Press, 1960. Pp. 344. $7.50. 

This book is the product of a Social Science Research Council seminar 
held in the summer of 1956. While most of the material would be of some 
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interest to practitioners in the field of economic development, its primary 
appeal would be to students of economic literature and its evolution, for 
there is a wealth of source references in the numerous footnotes. The main 
theme is the history of economic thought relating to growth. Many current- 
day economists differentiate between development and growth—the former 
usually taken to mean the initiation of the “take-off,” the latter dealing 
with the acceleration of the rate once the take-off is well under way. In 
most of the older body of thought, however, the distinction between these 
two strands was blurred, and often not even recognized. 

While most of the contributors review their areas in some detail, But- 
trick’s approach is different. He employs a mathematical analogy to il- 
lustrate the somewhat arbitrary and often unrealistic assumptions of the 
neoclassical thinkers. Although the author limited his attack to this group, 
this reviewer inferred that much of the criticism also applied to current 
model-building, especially of the Harrod-Domar or input-output varieties. 
This suspicion was re-enforced by Bruton’s examination of the capital- 
output ratio concept. Bruton’s remarks are directed at the rigidity of the 
assumptions—linear production functions, invariance of capital-output ra- 
tios, etc——which do not reflect the changes inherent in a dynamic econ- 
omy, and which, because of reliance on such simplified relationships, may 
arrive at conclusions that are not applicable to today’s problems. 

Tied in with this danger is the brushing aside of ‘“noneconomic” fac- 
tors, even though their interaction with the “economic” factors that are 
treated could lead to serious modifications of the latter. As an illustration, 
omission of inventions and their motivation is a serious error, since shifts in 
investments could affect the rate of invention, which in turn would alter the 
capital-output ratio and the profit rate, and thus the rate of investment. 

For the underdeveloped-areas specialist the contribution by Spengler on 
“Mercantilist and Physiocratic Growth Theory” should be most relevant. The 
environment in which the mercantilist lived was strikingly similar to that of 
the present-day problem areas—poor, essentially agrarian, not too much 
manufacturing, yet within each country there existed relatively advanced 
centers from which some development could be generated. The Physiocrats’ 
emphasis on agriculture would, of course, be less applicable to those aiming at 
industrialization. 

Letiche’s article on “Adam Smith and David Ricardo on Economic 
Growth” covers a period when these contributors were in an economy 
experiencing the take-off that was to give the British leadership in the 
19th century. It is interesting to recall that Smith recommended that 
Britain should part with the colonies on a friendly basis, thus retaining 
their respect and helping to build up their trade with the former mother 
country. 

E. McKinley contributes a comparison of Smith, Ricardo and Malthus 
while a second article by Spengler covers John Stuart Mill. The latter 
shows the increasing awareness of the importance of the noneconomic 
factors. 
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Hoselitz discusses the German Historical School. Here, too, there is a 
somewhat greater relevancy for current-day underdeveloped areas, for 
many in this group—e.g., List—were most concerned about industriali- 
zing an agricultural country that was already behind the manufacturing 
world (then it was the British example that was to be the guide). Quite 
a few of the passages regarding the noneconomic obstacles to progress 
read surprisingly like contemporary analyses. Incidentally, while Marx 
is treated, the space given him is quite brief compared with the impact 
of his writings. 

In addition to his extended criticism of the capital-output ratio, Bru- 
ton’s assessment of contemporary theory notes how little of the think- 
ing is devoted to the fundamental problem of starting growth; most seem 
to be concerned with accelerating a rate of growth that has already been 
initiated. 

The one shortcoming of the book is its limited usefulness to econo- 
mists wrestling with the development problem. Many of the writers— 
especially the earlier ones—lived in an environment or concerned them- 
selves with problems that were similar to those that confront the modern 
counterpart, the underdeveloped areas. While pertinent strands of 
thought can be gleaned from the various chapters, this reviewer wished 
that the emphasis had been more pointed. Many of the hints give the 
impression that other nuggets exist which might yield an idea that could 
be translated into action now. In particular, the “take-off’’ problem might 


have received more attention. While it is true that the subject was growth, 
and not specifically development, the writings examined could be more 
helpful with regard to the latter aspect than in relation, say, to the rate-of- 
growth debate so prominent in the United States. 


Epwarp Marcus 
Brooklyn College 


An Essay on Economic Growth and Planning. By Maurice Doss. New 
York: Monthly Review Press, 1960. Pp. vii, 119. $3.50. 

The title of this book is deceivingly broad: it is really concerned with 
only one aspect of development planning, although an extremely important 
one—the allocation of investment resources. Turning away from the re- 
cently fashionable theories of economic growth which have been concerned 
almost exclusively with growth in capitalist economies, Dobb focuses on the 
question of what alternative approach is proper to analyzing problems of 
growth in a planned economy where capital is socially owned and invest- 
ment is socially controlled. He emphasizes that the justification for cen- 

trally planned investment decisions in an underdeveloped country is not 
- only a matter of removing uncertainty by coordination of decisions, but is 
even more importantly related to the proposition that the growth-potential- 
ity of the whole economy will vary with the structural pattern adopted for 
constituent sectors or industries. An implicit premise of this essay is that 
such structural relations in production are more worth while as a focus of 
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attention than the income-expenditure balance upon which attention has 
been mainly focused hitherto. 

Accordingly, Dobb concentrates on the structural relation between 
the sector of industries producing capital goods and the sector producing 
consumer goods. Recognizing the difficulties of trying to guide invest- 
ment policy by referrnig to “optimum conditions” for maximizing wel- 
fare, Dobb approaches the problem more realistically by examining what 
are the key determining factors in growth which set limits to what a plan 
can hope to do in any given situation. He works through a two-sector 
model, first analyzing the conditions for choice of technique in the consumer- 
goods sector and the investment sector independently, and then considering 
the distribution of investment between the two sectors. 

It is initially assumed that the basic investment determinant is the 
surplus of consumer-goods production over what is consumed by the pro- 
ducers of these goods themselves. The only degree of freedom open to in- 
vestment policy in this situation is the choice of the technical form of 
the investment. The usual conclusion—choose the form of investment 
with the lowest capital-output ratio—is then shown to be inadequate. 
For although the capital-output ratio and the savings ratio are not at 
all closely related in a capitalist economy, this will not be true in a planned 
economy: any change in productivity in the consumer-goods sector, with 
a given level of real wages, will change the rate of surplus per unit of 
labor employed in this sector and must therefore affect directly or in- 
directly the resources available to the state for investment. If then the 
objective of policy is taken to be the maximizing of the economy’s growth 
rate, the appropriate choice of technique will be that which maximizes in- 
vestment potential, and this will involve a capital-output ratio greater than 
the minimum—the appropriate degree of capital intensity being higher, the 
higher is the level of wages relatively to productivity in the consumer-goods 
sector. This conclusion conflicts, however, with the attainment of maximum 
output and consumption in the present, and with the realization of maxi- 
mum employment at the earliest possible date. It is only Dobb’s value 
judgment on the desirability of maximizing the growth rate that resolves 
this conflict among different objectives. 

When the model is extended to take account of the production of capital 
goods for use in the investment sector itself, the conclusion is reached that 
the choice of technique in the investment sector will still depend primarily 
on the “surplus-ratio” in the consumption sector. Emphasis is therefore 
placed on putting as much of the investment potential as possible into the 
consumer-goods sector, so as to encourage the maximum rate of expansion 
of the surplus product of that sector. 

Once the assumption that investment is limited by the supply of 
wage-goods is relaxed, and it is instead assumed that the main determi- 
nant of the rate of investment is the output capacity of the productive 
equipment already installed in the capital-goods sector, then the crucial 
investment decision concerns the distribution of investment between the 
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two sectors. In analyzing this problem, Dobb makes it clear that the ques- 
tion of how investment is to be distributed between the two sectors and the 
choice of technical form for any particular investment are quite distinct 
issues of investment policy. 

Although some of the specific conclusions of the model are rather aus- 
tere and formal, nonetheless one cannot fail to be impressed by some 
broader inferences that may be drawn from the model. It is clearly dem- 
onstrated that a main obstacle to advance in an underdeveloped country 
may be the smallness of the agricultural surplus, or the “waste” of it 
on relatively unproductive purposes, which sets a limit upon total invest- 
ment. It is also necessary to raise the ratio of investment in the capital- 
goods sector above a “critical level,” and this implies an investment in 
increased productive capacity in the capital-goods industries in advance 
of any foreseeable expansion in the market for them—an “accelerator-in- 
reverse” sequence. Moreover, the model indicates that to achieve a high 
growth rate, it may be more important to give a high investment priority 
to the capital-goods industries than to have a large proportion of income 
invested initially. 

Regardless of whether one agrees with Dobb’s final observations on the 
role that prices can play and the extent to which investment might be 
decentralized to the enterprise level, he will still find much to admire 
throughout Dobb’s theoretical analysis. The entire argument of this book 
is articulated with a high degree of technical competence, and it succeeds 


in systematically removing several ambiguities that have marred previous 
discussions of this subject. 


GERALD M. MEIER 
Wesleyan University 


Economic Development—the Underdeveloped World and the American 
Interest. By Water Krause. San Francisco: Wadsworth Publish- 
ing Co., 1961. Pp. vii, 524. $8.50. 


In the preface of this important book, the author declares his express in- 
tention to be policy-oriented. “Theory, description, history, and analysis 
all enter in varying amount, but they are viewed here primarily as a means 
to an end, the end itself being policy.” Professor Krause, in this reviewer’s 
opinion, has produced a compact book of high-quality workmanship and, 
as a “practical” policy guide, it unquestionably marks a new high in the 
literature of economic development. Many controversial issues are dis- 
cussed in a candid and provocative fashion—some of the conclusions seem 
inescapable. 

The book begins with a brief commentary on the basic characteristics 
of the less-developed countries generally: low income levels, low levels 
of nonmonetary well-being, emphasis on raw materials production, and 
poor manpower utilization. Also, the thorny problem of “vicious circles” 
is elaborated via the Nurkse-Myrdal model. Part II, “The Response of 
Underdeveloped Countries,” encompassing 14 chapters, contains the au- 
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thor’s outstanding contribution to development economics. Basic motiva- 
tions—awareness of poverty, reaction against colonialism, etc.—which 
underly “The Great Awakening” are expounded. Two excellent chapters 
summarizing the alleged “Obstacles to Development” follow. In broad 
context, vicious circles are labeled as key blocks to economic progress; 
however, eleven more narrowly circumscribed obstacles—e.g., inadequa- 
cies of labor, low volume of saving, etc.—are cogently discussed. Krause 
concludes that political instability is the foremost noneconomic barrier to 
meaningful development, while a shortage of foreign exchange is believed to 
be the major economic impediment to growth. 

With a frame of reference established, the author then launches into the 
core of his analysis. The development aspirations of any particular country 
are apt to fall short of being fully realized owing to inherent resource limi- 
tations. It is therefore imperative that economic planners, whether operating 
in a predominantly private-enterprise or controlled economy, be more con- 
cerned with the direction of their effort than with preciseness in planning. 
A convincing argument is offered in support of needed structural changes 
in the production orientation of most underdeveloped countries. If emphasis 
is placed on primary production at the expense of industrialization, the pros- 
pect for narrowing the income differential (which is apparently widening) 
between the “rich” and “poor” countries is not bright. Unstable international 
markets, coupled with chronic population pressures and the ubiquitous short- 
age of capital, create a situation in which such a direction of effort neglects 
the basic problem (i.e., lack of diversification), and tends to sustain the 
status quo. Realizing that the final decision pertaining to goals will be politi- 
cal rather than economic, Krause advises (p. 207): 


... the economic planner may find that emphasis upon industrial growth 
will not in the short-run yield benefits per resource outlay equivalent 
to that of a frankly agricultural-type approach, but is likely . . . to 
yield relatively favorable results over the long-run in the sense of get- 
ting at and ameliorating . . . the fundamental structural shortcomings 
that otherwise act to impede consistent material progress. The economic 
planner is obliged to weigh carefully the alternatives at issue. 


Albeit, he concedes that the prospect for this requisite structural change 
to be forthcoming on an adequate scale is not good. If, however, a change 
does evolve, how does one decide which industries are “best to push”? 
Here (Ch. 8) the author develops the concept of using “foreign-exchange- 
impact” as the final choice criterion of a project’s inherent worth; 
namely, “any enterprise that is foreign-exchange-earning or foreign-exchange- 
saving is regarded to have merit in terms of this approach .. .” (p. 139). 
Once a program’s direction is determined and the high-priority projects are 
chosen, the question of financing becomes paramount. In the early stages, ex- 
ternal assistance will necessarily play an important part in the successful 
launching of a plan—the sources, magnitude and form of such necessary aid 
are discussed in detail. In so far as development is to be forthcoming under 
democratic institutions and processes, Krause agrees with “those who regard 
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the matter of access to external capital as holding the key to the situation” 
(p. 274). 

Part III, “The Role of the United States,” begins with a résumé of U. S. 
foreign economic policy objectives and our dependence upon the international 
economy for certain indispensable imports. Also highlighted is the fact that 
political-military activity of the “cold war” is inextricably interwoven with all 
operations designed to keep the “uncommitted” nations out of the Communist 
orbit. Next the inquiry: If we are to provide meaningful economic assistance 
to these “poor” countries, what approach will be most rewarding? Private for- 
eign investment outlays are thoroughly analyzed with the resulting conclusion 
“that it is unrealistic to expect the flow of private captial to do anything like 
the ‘full job’... .” (p. 322). The potential contributions of institutional as- 
sistance—e.g., World Bank, Development Loan Fund, Export-Import Bank, 
etc.—are then evaluated in an illuminating presentation which discreetly crit- 
icizes past and present performance of these organizations. 

Foreign aid (i.e., our operations under the Mutual Security Program) is 
appraised in an exposition that disentangles much of the perplexity surrounding 
this activity. Although both arguments are objectively sifted, Krause—contrary 
to many writers—favors annual over multiyear appropriations, bilateral over 
multilateral channels, project over across-the-board allocation, and the linking 
of military and economic aid when possible. In each instance, his reasons for 
preference are defended persuasively. The question of agricultural surplus 
commodity disposal operations is examined in terms of pros and cons both 
from the vantage-point of the United States and the recipients, The author 
concludes with a “concern that uiilateral action in the handling of surpluses 
invites harm to other countries” (p. 465). 

Part IV, “The Challenge,” deals with what course of action the United 
States should chart at this juncture. Faced with a dedicated global Commu- 
nist economic offensive (which is traced historically) that will be intensified 
in the future, the answer to this question necessitates decisions of momen- 
tous consequence. Several procedural changes in our aid effort to the underde- 
veloped countries are recommended: (1) greater aid concentration is impera- 
tive, (2) aid should be used as a lever to stimulate greater exertion by the re- 
cipients, (3) a regional approach (e.g., common markets) should be fostered, 
and (4) the over-all objective should be to utilize the limited funds available 
in a way that positive short-term economic progress will be observable. In 
short, aid should be allocated so as “to produce catalytic impact within the 
underdeveloped world, . . .” (p. 504). The author sums up his personal view 
concerning the prospects for development in these countries during our time 
by wavering between some optimism and considerable gloom, but neverthe- 
less sees an explosive situation that clearly calls for action. “One thing is 
certain: action or inaction, success or failure, a significant chapter in history 
will stem from the problem of the underdeveloped world now at hand” (p. 
508). 

Any commentator dealing with policy-oriented subject matter will neces- 
sarily invite controversy—this book will doubtless generate much disagree- 
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ment as prejudices are re-examined. It will be incumbent upon critics, how- 
ever to defend their respective positions in equally sophisicated fashion. This 
reviewer, for example, has reservations about the tendency to relegate intensi- 
fied agricultural activity to a secondary role, but appreciates the merits of 
Krause’s argument. The substantive content of this book will serve as a solid 
base for any course in economic development. Also, it is must reading for 
knowledgeable policy-makers everywhere. 


J. D. DeForest 
Denison University 


Choice of Techniques: An Aspect of the Theory of Planned Economic Devel- 
opment. By A. K. Sen. Oxford: Basil Blackwell, 1960. Pp. 122. 18s net. 
The investment allocation problems of planned economic development can 
be thought of as occurring at three levels: (1) determination of the total vol- 
ume of investment out of the national product; (2) the distribution of this total 
among industries; (3) the choice of specific techniques of production within 
each industry. Mr. Sen addresses himself primarily to the last of these classes 
of problems, although he soon finds it impossible to confine attention exclu- 
sively to one of three interdependent sets of decisions. The primary argument 
of the book is that the proper criterion for choice among techniques of produc- 
tion is maximum “reinvestable surplus” yielded by investments, rather than 
the rate of capital turnover, marginal social product, or import-export desider- 
ata. The argument is thus closely allied with that of Galenson and Leiben- 
stein,’ and quite a bit of space is devoted to comparing this criterion with 
those suggested by Polak, Buchanan, Kahn and Chenery.? The “surplus” cri- 
terion is quite valid within the context of the model posited by Sen, provided 
that the economy’s goals lie sufficiently far in the future. The models and 
arguments used serve to point out that planning criteria must include some 
explicit evaluation of the future and that distributional effects of different in- 
vestments may be quite important. 

The basic model breaks the economy into two sectors: (1) a private enter- 
prise sector outside of government control and consisting primarily of agricul- 
ture; (2) a new public sector under central administration, having both a 
consumer-goods subsector and a capital-goods subsector which produces equip- 
ment for use in making consumer goods. The type of economy analyzed is 
characterized by underdevelopment, overpopulation, and disguised unem- 
ployment which results in an infinitely elastic supply of labor to the public sec- 
tor at a low wage rate. The initial phases of the analysis rest upon the fol- 
lowing assumptions: The capital-goods subsector uses labor alone to produce 


*W. Galenson and H. Leibenstein, “Investment Criteria, Productivity, and Economic 
Development,” Quart. Jour. Econ., Aug. 1955, 69, 343-70. 


* J. J. Polak, “Balance of Payments Problems of Countries Reconstructing with the Help 
of Foreign Loans,” Quart. Jour. Econ., Feb. 1943, 57, 208-40; N. S. Buchanan, Interna- 
tional Investment and Domestic Welfare, New York 1945; A, E. Kahn, “Investment Cri- 
teria in Development Programs,” Quart. Jour. Econ., Feb. 1951, 65, 38-61; H. B. Chenery 
“The Application of Investment Criteria,” Quart. Jour. Econ., Feb. 1953, 67, 76-96. 
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capital goods; a surplus of output can be extracted from the private sector to 
support this labor; constant returns to scale; no technological change; capital 
goods have an infinite life; the wage bill is entirely consumed; the surplus 
generated in the public consumer-goods subsector (the difference between 
value of output and the wages bill in this sector) is entirely reinvested. 

Quite naturally in such rarefied circumstances, the distribution of product 
between “surplus” and the wages bill controls the possibilities for growth of 
the capital stock. Hence the surplus criterion which ignores the zero opportu- 
nity cost of labor. Actually, the surplus criterion would correspond exactly with 
Chenery’s social-marginal-product criterion if we follow a hint dropped by 
Chenery (a hint rather inconsistent with evaluating social marginal product, 
as Sen points out) that “the cost to society of employing unemployed labor 
is only the increase in consumption which results.’”* 

The cumbersome algebra which one must contend with in the analysis of the 
basic model and its variants seems quite unrewarding. The only payoff of the 
algebraic treatment consists of specification of conditions of labor productivity 
and capital intensity which serve to identify the “maximum surplus” tech- 
niques and some reassurance that growth will be faster if you invest more. This 
feeling of algebraic futility reaches a peak when the reader gets to Chapter 4, 
“Some Doses of Realism,” in which seven major assumptions are relaxed. Ex- 
pecting all the earlier apparatus to be brought to bear on complex reality, one 
finds, alas, but one equation and one diagram. 

Sen attempts to get at sectoral interrelationships by creating new sec- 
tors which supply capital goods to sectors which supply yet other capital goods 
to other sectors, eventually ending up in the consumer-goods sector. The ini- 
tiating sector is always one which creates capital goods with brute labor. It 
seems to the reviewer that the problems of making interrelated investment 
decisions could be handled much more adequately by the combined linear- 
programming input-output techniques of Chenery and Clark,* or, at the theo- 
retical level, even by a multisector model incorporating traditional production 
theory. 

An interesting aspect of the surplus criterion for selecting techniques is that, 
under Sen’s assumptions, the government is led to a solution which is precisely 
the same as the purely competitive solution, namely combining labor with the 
capital available for investment until the marginal product of labor equals the 
wage rate, both being expressed in terms of a numeraire. This suggests the 
possibility of decentralization once the availability of capital is taken care of. 

It is pointed out that higher wages will favor more capital-intensive tech- 
niques. Later it is acknowledged that if the government can control consump- 
tion, the discrepancies between the surplus criterion and social marginal prod- 
uct disappear. The last three chapters deal with some trade aspects of develop- 
ment and the problems of predicting and evaluating alternative growth paths. 
In this connection, one appendix deals with the views on time preference of 


* Op. cit., p. 86. 
*H. B. Chenery and P. G. Clark, Interindustry Economics, New York 1959, pp. 71-130. 
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the Soviet economist Strumilin, Perhaps the most valuable part of the book 
consists of the last two appendices which are basically case studies involving 
spinaing and weaving techniques found in India. Some interesting data give 
one the opportunity to compare the various criteria. 
Cnartes W. Howe 
Purdue University 


Economic Growth—Rationale, Problems, Cases. Edited by Eastin NELSON. 
Austin: University of Texas Press, 1960, Pp. xv, 288. $5.00. 

Economic Growth consists of a set of ten papers, with two commentaries 
each, delivered before a conference at the University of Texas in 1958. The 
opening section of the book is called “The Rationale of Economic Develop- 
ment,” although only one of the three papers in this section, Benjamin Hig- 
gins’ “Elements in a Theory of Underdevelopment,” fits the definition of ra- 
tionale: “the underlying reason; rational foundation.” Higgins selects from the 
partial theories of other writers those which best fit the facts in his judgment, 
and weaves them together into a general theory. He uses the population 
multiplier, technological change, international trade effects including the terms 
of trade and backwash reactions, and discontinuities in the strategic func- 
tions. The material presented is really an abridgement of Chapters 14 through 
17 of his textbook, Economic Development (New York 1959), with the ad- 
dition of some remarks on savings and investment models. Richard A, La- 
Barge’s commentary on this paper is one of the more helpful contributions by 
the commentators; he not only straightens out some slips in notation in Hig- 
gins’ equations but also raises excellent questions about some of the assump- 
tions. 

The other two papers in the section on “Rationale” are by Carter Goodrich 
and by Simon Kuznets. Goodrich deals with the contribution of economic 
history to economic development and vice versa. His paper is a companion 
piece to his short address appearing in the December 1960 Journal of Economic 
History on the same topic. Kuznets’ essay is a comparison of present-day low- 
income countries to present-day advanced countries in their pregrowth decades 
in such dimensions as per capita product, agricultural land per capita, equality 
of income distribution, and so on. The comparisons are illustrated briefly with 
data, and followed by some remarks on the advantages and disadvantages of 
late starts in the growth process. 

The second section of the book contains three papers on “Problems Arising 
from Rapid Development.” Hans Singer surveys the doctrine of balanced 
growth and the big push. He finds the doctrine wanting because the typical 
underdeveloped country lacks sufficient capital to push ahead on all fronts 
at once. With scarce capital such a country must concentrate on investment 
which increases resources rather than on a broad investment program aimed 
at the marketing difficulty (p. 79). 

Another problem is treated by Geoffrey Maynard in his analysis of infla- 
tion. His contribution is interesting because of his model and empirical evi- 
dence developing the thesis that inflation occurs when agricultural output 
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lags behind the growth of the rest of the economy, starting a wage-price 
spiral. 

The third paper on problems is by Raul Prebisch. He discusses structural 
maladjustments in agriculture and in the foreign sector in Argentina. He makes 
extensive use of United Nations data and projections which are presented in 
detail in the report, Analysis and Projections of Economic Development. V, 
The Economic Development of Argentina (Mexico City, 1960). His conclu- 
sion is that the structural maladjustments must be corrected by both the 
programming of activities and by less state intervention with more incentives 
for private investment to meet the programs. 

The last part of the volume is four case studies. Alfredo Navarrete, an offi- 
cial in Mexico’s federal investment bank, has written a useful and comprehen- 
sive paper on Mexico’s progress and her current problems. Alvin Mayne, of 
Puerte Rico’s Planning Board, gives growth statistics and information about 
planning procedures in Puerto Rico, Although Mayne discusses Puerto Rico’s 
peculiarly favorable tie with the United States, Calvin Blair’s comment cor- 
rectly points out that the tie should have been more emphasized in drawing 
conclusions about the relevance of Puerto Rico’s experience as a lesson for 
other countries. 

One of the most interesting papers in the entire volume—although per- 
haps someone who had read more about communist planning than has the re- 
viewer might not find it so—is Rudolf Bicanic’s survey of planning in Eastern 
Europe and in Russia. Bicani¢, a Yugoslav, briefly discusses communist plan- 
ning semantics and Marx-Lenin-Stalin planning theory. Most of his essay, 
however, is a history of the defects and break-down of rigid planning tech- 
niques in Eastern Europe. Nicolas Spulber’s comment is helpful as a review 
in more familiar language of points in the paper. Spulber also analyzes why 
Eastern Europe has had to change its planning techniques much more exten- 
sively than Russia has. 

The final paper is Bert Hoselitz’s examination of India. He uses Indian 
planning data and an input-output table to make projections of capital re- 
quirements. His conclusion is that food output is the most crucial factor and 
that savings rates are only slightly less important in the achievement of 
growth in India. 

Some common themes as well as some disagreements emerge from the 
papers. Half of the authors lay heavy stress on agriculture as a strategic factor 
in their theory or case study (Hoselitz, Prebisch, Maynard, Kuznets, Hig- 
gins, and Singer). As anyone must who studies problems of economic develop- 
ment, the authors devote a good deal of thought to population problems and 
institutional change. 

One of the disagreements is on balanced growth. Both Goodrich and Singer 
express opposition to the idea, but Higgins says that it is a matter of “bal- 
anced growth or no growth at all” (p. 65). Another area of conflict is the role 
of the market. Prebisch, Higgins, and Navarette are in agreement on the rela- 
tive roles of planning and the market. Planning is to determine the framework. 
The market is to provide incentives, operating without bureaucratic inter- 
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ference to the greatest extent possible. However, Mayne and Hoselitz sup- 
port less of a positive role for the market in their case studies, Mayne advo- 
cates direct employment of inefficient workers by the government rather 
than subsidizing their employment in marginal units of industry, Hoselitz 
wishes to cope with the problem of rural unemployment in India by small 
rural industries of a sort not likely to be developed by private enterprise. 

What will be the place of Economic Growth on the bookshelves of students 
of the subject? It should be placed among those whose contribution is con- 
veying empirical information, The most ambitious theoretical effort in the 
book, that of Higgins, is better done in his textbook; the other theoretical 
papers do not seem to make fundamental contributions. But the researcher 
looking for case studies and materials should not neglect those presented in 
this book. 

Cuartes E, 
The University of Kansas 


Regions, Resources, and Economic Growth. By Harvry S. Prertorr, Epcar 
S. Dunn, Jr., Ertc.E, LAMparp AND Ricuarp F, Mutn, Baltimore: 
The Johns Hopkins Press, 1960, Pp. xxv, 716. $12.00. 

This is the first major book to come from the regional analysis staff of Re- 
sources for the Future, Inc. A number of earlier R.F.F. publications in fields 
such as energy, minerals, and land have been excellent. This book goes beyond 
excellence to the definitive in its particular field—the nature and extent of 


regional variations in economic growth in the United States from 1870 to 1954. 
First, the book is comprehensive. The text of 609 pages is illustrated by 200 
tables and 96 figures. The statistical appendix and the index require an ad- 
ditional 107 pages. Regional growth is treated in two time periods, 1870 to 
1950, and 1939-1954; and in various categories including population and 
labor force, productive activities patterns, industrial structure, and income. 
For the more recent period a more detailed break-down into the sectors of 
agriculture, mining, manufacturing, and service activities is used, and much 
of the employment data is refined to the 3-digit level. 

Second, the many tables and charts do not portray raw data assembled and 
reproduced; rather the data presented are the results of statistical refinement 
and analysis. Much use is made of a statistical technique “based upon the 
fact that the shifts in total employment (or in other important growth com- 
ponents) observed among the states and regions in relation to the national 
average are generated by two distinct types of phenomena.” These are “pro- 
portionality employment shifts” and “differential employment shifts.” The 
former is the result of different rates of growth among employment sectors in 
different regions of the country. Thus, a state or region heavily endowed 
with rapid-growth employment sectors grows in employment faster than the 
national average and thereby receives a greater proportion of the total growth 
in these sectors. Differential employment shifts on the other hand result from 
the growth within a given state or region of an employment sector which is 
growing slowly or not at all elsewhere. This distinction between types of shift 
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is repeatedly emphasized throughout the book, It typifies the effort of the au- 
thors to analyze regional variations in employment and income in such a way 
as to reveal at least some of the basic causes of these variations. It typifies 
also their view that the causes of regional variations in productivity and 
income are complex even in terms of comparative statics, and still more com- 
plex when the dynamics of changes over time are searched for. Unfortunately, 
there is no easy explanation of a given region’s relatively low per capita in- 
come, nor an easy way towards the improvement of its relative position. 

The objectives of the book are two: “to furnish information and insights 
which might be of value to the public and private groups concerned with vari- 
ous aspects of economic growth and decline as well as with natural resources”; 
and “to provide a conceptual and methodological framework as a guide for our 
own future research in resources and regions and for possible use by scholars 
working in regional and developmental economics, business economics, geog- 
raphy, planning and related fields both in the United States and in other coun- 
tries.” 

The authors are to be congratulated on the extent to which they have 
achieved their objectives. These are, however, limited. The chief usefulness 
of this book to the more than ten thousand agencies in the United States 
concerned with area development should be to warn them of the futility of . 
the usual gambits of advertising and promotion, tax concessions, and subsi- 
dies which are so often employed, and to encourage them to look more closely 
at the economic fundamentals of resources, industrial location, etc. Yet the 
book does not venture further into the positive realm of the identification 
of attainable objectives and the operational methods for moving toward 
them. Therefore, while the volume should be of real assistance to those di- 
rectly concerned with the analysis of the employment and income problems 
of our current group of depressed areas it will not help them much in deciding 
what to do about those problems. It fails even to direct attention to the very 
real institutional barriers to full employment which underlie the economic pat- 
terns so skilfully analyzed in the book. Such factors are strategic in their im- 
portance and must be discovered by any given regional development group 
before policy can be discussed intelligently. 

So, too, for the second objective. For one thing a conceptual framework 
which relies as heavily as does this book on the individual states as economic 
units is not really adequate for regional analysis. For another, while the 
methodology of the work is excellent and a useful guide within the scope of 
shifting patterns of industrial and resources use, the regional analyst needs to 
move beyond this methodology into such areas as the analysis of interregional 
financial flows and balances, industry-complex analysis, and multiplier ef- 
fects before he can hope to forecast future regional trends or suggest appropri- 
ate policies for improving income and employment within the region. 

All this is simply to say that one does not know enough about a region if 
his knowledge is confined to trends in relative variations in population, in- 
come, employment, and industrial patterns and the immediate economic causes 
of these variations. The acquisition of such knowledge is, of course, the 
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logical place to begin the study of regions of the United States; and in this 
sphere, and to this extent one need hardly look beyond the pages of this book 
for either the facts and their analysis or for the appropriate methodology. 
Morris GARnsrey 
University of Colorado 


The Structure of the East German Economy. By Wotroane F, Stoiper, with 
the assistance of Kart W. Roskamr. Cambridge: Harvard University 
Press, 1960, Pp. xxv, 478, $10.00. 

While great effort has been devoted in the West to the burdensome task of 
estimating and analyzing the major indicators of economic activity in the 
USSR, our understanding of the operation of the Communist economies of 
east-central Europe has been held back by a lack of systematic studies of the 
economic growth of this area. To fill that gap with respect to East Germany, 
Professor Stolper has produced a work which, though it lays no claim to 
methodological innovation, is by virtue of its scope and its painstaking pro- 
cedural detail a pioneering effort in the field of east-central European economic 
studies. 

The bulk of the book describes and comments on the calculation of the 
gross product of the economy and its major sectors. In addition, however, there 
are two introductory chapters tracing the growth of population and employ- 
ment, a critical analysis of East German production indexes, and the last 
chapter provides a brief view of the uses of GNP, including some tidbits of 
capital-output ratios. Stolper appears to have touched on material sufficient 
for the basis of at least another book, One hopes that his promised sequel on 
foreign trade and investment is not long in coming. 

Since it would be hopeless to attempt to discuss the full range of the 
book’s contents, the comments below are restricted to two issues: the price 
weights of the production indexes and the relative growth rates of East and 
West Germany. 

Stolper has no trouble convincing the reader of the unsuitability of East 
German sectoral and global output indexes as valid indicators of growth 
and, consequently, of the necessity for an independent reconstruction. Those 
who have followed Western studies of the Soviet economy will find the main 
reasons for Stolper’s rejection of the East German series old acquaintances: 
double counting, changes in coverage, inflated pricing of new products, multi- 
ple pricing in agriculture, the use of synthetic price weights (the so-called 
Messwerte) apparently devoid of internal consistency. (The East Germans 
have added a contribution—multiple pricing in industry.) His independent 
calculation employs two sets of price weights, German prices of 1936 and 
West German prices of 1950. 

For purposes of comparison of postwar with prewar levels in either West or 
East Germany, prewar prices are, of course, one of the appropriate weighting 
systems. But troublesome questions do arise on the score of the meaningful- 
ness of using prewar or 1950 West German prices as a gauge of East German 
growth since, say, 1950. Stolper acknowledges that a calculation in East Ger- 
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man prices would have been highly desirable, but this was ruled out by the 
general unavailability of price data and the impossibility of using East Ger- 
man prices as measures of alternatives foregone. However, he does not think 
much has been lost by the substitution. 

The basic question is, do postwar West German relative prices even approx- 
imately mirror the scarcity-prefevence relations which would be embodied in a 
rational East German price system? Stolper thinks that the only relatively 
recent sundering of what was a political and economic unity is the reason why 
the question can be answered in the affirmative. One difficulty with his 
argument is that he fails to distinguish this question sufficiently clearly from 
that of the relation between West German and actual East German price struc- 
tures. “Consumers’ tastes,” he says (p. 86), “are not likely to have changed 
very radically in the few years since 1945. Although consumers’ choices are 
quite a different matter, it seems permissible to rule out the possibility that 
prices in East and West Germany differ greatly because consumers’ tastes 
have grown apart.” One of the obvious textbook distinctions between Com- 
munist and market-economy price systems is that between planners’ and 
consumers’ preferences as ruling guides. In this respect, surely, East and West 
Germany are as far apart as the United States and Soviet Union. Further, 
whether or not factor endowments of the two sections of Germany were simi- 
lar initially, the direction of development since the partition has not been the 
same, and the real rates of substitution accordingly must have increasingly 
diverged. To argue, as Stolper does, that West German prices of basic mate- 
rials “are in fact frequently higher than the producer prices in East Germany” 
(p. 87, note) is hardly relevant with respect to the true question of the real op- 
portunity costs of the East German economy. For these reasons, I am not 
convinced that “any distortions introduced by using prices appropriate to 
West German relative scarcities to the East German situation would necessarily 
be much smaller than those introduced by similar procedures for any other set 
of countries, for example, using dollar prices for Soviet output.” 

The upshot of all this, it seems to me, is the necessity for rigorous care in 
the interpretation of the results of Stolper’s calculations. For one thing, 
if prewar prices are one of the appropriate weighting systems for comparison of 
pre- and postwar levels in East Germany, another appropriate set of weights is 
a set of rational postwar East German prices. As I have already implied, Stol- 
per has not shown, at least to one reader’s satisfaction, that the two output 
indexes must necessarily show close correspondence. 

Second, his confident conclusion that “the aggregate showing of the Fed- 
eral Republic was undoubtedly and spectacularly better” [than that of East 
Germany| (p. 239) seems to me to represent an oversimplification. Stolper 
renders this judgment on a comparison of 1936 and 1955 levels in both coun- 
tries. Considering the extraordinary differences in exogenous influences on the 
two economies between 1945 and the early 1950’s—e.g., systematic aid on 
one side as compared with even more systematic despoliation, on the other— 
the meaning of this particular comparison is hard to pin down. When the com- 
parison proceeds to the period since 1950, Stolper is much more cautious in 
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his judgments, But it is precisely in this period that the East German show- 
ing—measured by alien preference-scarcity rods, to be sure—appears quite 
respectable. The rate of growth per capita of industrial output was higher in 
East Germany in both 1950-1955 and in 1955-1958: in terms of postwar 
prices, East German rates for the two periods were 11.7 and 6.6 per cent re- 
spectively, compared with 11.1 and 4.4 per cent for West Germany. In per 
capita GNP, again in postwar West German prices, East Germany’s growth in 
1950-1955 was about the same as West Germany’s (8.9, 8.8 per cent) in 
terms of East German commodity coverage and slightly less in terms of West 
German coverage (7.9, 8.3 per cent). In 1955-1958, East German growth was 
much greater (5.7 per cent compared with 3.7 per cent for West German 
GNP in 1954 prices).' 

Despite these reservations regarding the interpretation of his results, I be- 
lieve that Stolper has placed us greatly in his debt. To the prospective reader 
I must repeat that this review could not hope to provide an adequate notion 
of the book’s breadth of treatment and the wealth of informantion, Stolper’s 
work will be mined for quite some time to come. 

Apranam S. Becker 

The RAND Corporation 

Santa Monica 


Der Ostblock, Vol. 1. Die Produktion des dstlichen Wirtschaftsblockes ein- 
schliesslich China nach dem Schwerpunktprogramm, by Kari Kricer; 


Vol. Il. Aussenhandel des dstlichen Wirtschaftsblockes einschliesslich 
China, by Bruno Kirsrewerrer. Berlin: Safari-Verlag, 1960. Pp. 395; 
386. 

These two books, one by Professor Karl Kriiger of the Technical University 
of Berlin, the other by Professor Bruno Kiesewetter of the Free University of 
Berlin, aim to inform the German reader about the economic structure and col- 
laboration of the Soviet Union, Communist China and the satellites. 

Kriiger’s book offers an extensive survey of the resources, industries and 
transportation facilities of the Sino-Soviet Bloc. It discusses the efforts at co- 
ordination of economic activities through the development of transport links, 
the assignment of industrial tasks to individual countries and the develop- 
ment of common industrial standards. The detailed descriptions of facilities 
and activities are based on special news service reports published in Germany, 
besides other mostly Western sources, and they are supplemented by maps 
and photographs. The author’s interest is attracted to some features that do 
not often receive attention in economic surveys. He discusses the role of the 
Russian and Chinese languages as instruments of political and economic 
“synchronization” and the related nationality problems; he reviews the exten- 


* Derived from Stolper’s Tables 88, 163 and 174. The rate of growth of West German in- 
dustrial output has picked up markedly since 1958 (see the Monthly Report of The Deutsche 
Bundesbank, January 1961). The official East German index also shows a greater increase 


in 1959 than in 1958 but some decline for the average of first ten months of 1960 (UN, 
Monthly Bulletin of Statistics, March 1961). 
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sive educational and surveying efforts of the communist countries; and he 
shows a keen interest in the geographic and historical dimensions of the 
present-day Soviet, Chinese and Satellite phenomena. 

While the book is rich in description it is poor in political economy. “The 
logic of the technically best solutions,” Kriiger says, “is of compelling force 
in the communist system” (p. 131); economic allocation decisions result from 
“free and easy conversations” in COMECON, “without apparent compul- 
sion.” One may well recognize, as the author does, that technological inno- 
vation is pursued vigorously and systematically under communist rule, 
without falling for such a naive view of how “order is created” within and 
between the national planning systems. The absence from the planning de- 
liberations of divergent economic interests and of political power factors, 
which some passages in the book seem to suggest, will sound as unbeliev- 
able to intelligent Western readers as to anyone who has had occasion to ob- 
serve the planning system from within. 

Thus the book has more to offer as a description of projects, policies, and re- 
sources than as an analysis of how economic coordination works in the So- 
viet Bloc. 

Kiesewetter’s book on the foreign trade system is somewhat better balanced 
in this respect. Besides describing the composition and flow of the foreign 
trade of the Soviet Union, Communist China and the satellites, with each 
other and with the outside world, the work evaluates the strengths and weak- 
nesses of the trade system. 

The book abounds in statistical tables, some carrying forward the detailed 
compilation of Bloc statistics which the author previously published in Sta- 
tistiken zur Wirtschaft Ost- und Siidosteuropas (Deutsches Institut fiir Wirt- 
schaftsforschung, Berlin 1957); others reproduce data from Soviet Bloc and 
Western sources. The tables are embedded in commentary that should be 
educational, if not for the specialist in the field, then at least for the student, 
businessman and government official who has to deal with communist trade. 

Kiesewetter surveys the economic penetration and synchronization of 
Eastern Europe by the Soviet Union in several phases after the second world 
war, and the Soviet efforts to employ international trade as an instrument 
for cementing together and enlarging the communist empire. He comments on 
the rigidity of the division of labor among the communist countries with their 
foreign trade monopolies and the bilateral arrangements into which they must 
fit their trade, and he brings out the dependence of the “socialist world mar- 
ket” on the markets of the free world for the valuation of transactions: inter- 
communist transactions generate no acceptable price standards of their own. 

These shortcomings of the system, however, are counterbalanced by ingeni- 
ous and aggressive attention to priority projects. Among these, the establish- 
ment of economic relations with economically developing or dissatisfied 
countries rank high. The book describes some of the efforts by which the So- 
viets seek to employ their own and satellite resources to offer assistance to 
industrial projects or in the marketing of surplus materials, always anxious to 
demonstrate the Bloc’s capabilities in the face of deficient organization or 


‘ 


730 THE AMERICAN ECONOMIC REVIEW 


unimaginative action on the part of the Western industrial nations, The 
strength and flexibility of these efforts have their counterpart in the way do- 
mestic priority projects are tackled in the Soviet Union. 

But when the bloom is off the priority (there may never have been one to 
begin with) the external performance of communist economies tends to be as 
unimpressive as its internal performance, The book goes some way in de- 
scribing this seamy side of the Bloc’s relations with underdeveloped countries, 
which have sometimes had their desires for continuous and mutually profit- 
able trade disappointed, This pattern and the unmeasurability of the costs and 
benefits of trade in terms of the domestic resources of the Bloc countries result 
from the primacy of political warfare in the foreign trade system of the Sino- 
Soviet Bloc. 

The two books offer an objective, if not always very penetrating, account of 
the economic structure and drive of the Bloc, The U.S. reader may find some 
institutional and geographic passages of special interest. 

Horst MENDERSHAUSEN 

The RAND Corporation 


Soviet Economy, 1940-1965. By ViApimer Karkorr, Baltimore: Dangary 
Publishing Co., 1961. Pp. 559. $6.50, 

It is characteristic of all books about current developments in the Soviet 
Union that dynamic changes in that country of flexible economic planning 
render the books out of date before they reach the book stores, Premier 
Khrushchev’s sudden reversion in May 1961 to the Malenkoff policy of em- 
phasizing consumer goods production will doubtless alter the precise direc- 
tions of some of the projected statistical series in Professor Katkoff’s current 
effort. Nevertheless, at the date of writing, Soviet Economy, 1940-1965 repre- 
sented a praiseworthy attempt to bring the general reader abreast of the latest 
facts about all aspects of the Soviet economy. It is well suited for its avowed 
purpose of serving “as a general textbook for courses in Soviet Economics, as 
a reference source, and for supplementary reading assignments in political 
science, history, and geography.” 

Katkoff takes the revolutionary step of accepting Soviet statistical data as 
“basically unpadded” and of greater validity than some of the methods and 
assumptions used by independent critical sources, each differing from each 
other qualitatively and quantitatively. Now that larger and more complete 
volumes of statistical data are being made available by the Soviet government 
every year, this is a welcome approach. The data in the book can be checked 
against Soviet sources and each series brought up to date as the latest figures 
are released. 

In addition to presenting current information along the lines furnished by 
Harry Schwartz in his 1950 and 1954 versions of Russia’s Soviet Economy, 
the author contributes rather original analyses of the new organizational struc- 
ture in industry and agriculture and of the bureaucracy involved in their ad- 
ministration, There is a good evaluation of the push of both industry and agri- 
culture to Siberia and how they are inevitably interrelated. The eastward 
movement in agriculture is traced to maladjustment in land distribution 
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going back as far as the abolition of serfdom and unsolved by the 1918 land 
law or collectivization after 1929. He points out that the government started 
encouraging migration to the East in 1939. He critically discusses the prob- 
lems faced in attempting to increase agricultural outputs not only on the vir- 
gin lands but throughout Soviet agriculture. 

Katkoff, who is chairman of the department of economics, University of 
Baltimore, documents most of his factual statements with references almost 
entirely to current Soviet journals and statistical handbooks, although occa- 
sionally he fails to provide a footnote where it would be welcome for purposes 
of further checking. By and large his treatment is objective, although at times 
he seemingly cannot resist the temptation to beat the drums for our com- 
petitive system against central planning, which he says “destroys competition 
among producers, hampers improvement of goods, and obstructs reduction 
in the cost of production.” “It is this absence of competition on the market,” 
he adds, “that makes the Soviet economy static’”—‘“static because the coun- 
try does not have independent producers who, as in non-planned societies, 
compete for the consumers’ markets and thereby create a dynamic economy.” 
He concludes his questionable, novel dissertation on the “static” economy 
thus: “True, the Soviet economy is rapidly expanding, but this does not 
mean that the economy is dynamic. No matter how high the rate of growth 
might be, the economy remains static because of the absence of competition 
on the market.” 

There are valuable concluding chapters on the “Economic Potential” 
and “Challenge to the West.” Some of the recent information on expansion of 
oil and natural gas production, prepared for a Congressional committee by the 
Library of Congress, I had just finished reading about in the Katkoff book 
when I read the notice of the government study in the press. 

ROLAND Gibson 

Washington College 


Economic Systems; Planning and Reform; Cooperation 


Studies in the Theory of Planning. By Cuartes Betretnem. New York: 
Asia Publishing House, 1959. Pp. xii, 451. $7.25. 

Professor Bettelheim is one of the best known Western economists working 
in India. He is still relatively unknown in the United States and, based on a 
limited contact with English economists, not widely known in England. 
It is of interest therefore to have this book, which presents for the first time in 
English the general framework of his thought and its application to India, 
where he has served at the Indian Statistical Institute at various periods over 
the last six or seven years. The first part of the book is a translation from the 
French (his native language) of an earlier book; the second part consists 
largely of a report written by him as an adviser to the Indian Statistical Insti- 
tute in 1955-56. However both parts are stated to have been revised before 
publication, and may therefore be assumed to fairly represent his thought in 
1959, 

The first thing to state is that Bettelheim is a Marxist economist, whose 
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categories and terminology are in Marxist language, rather than neoclassical 
terms. There is relatively little reference to the large literature in contem- 
porary non-Marxist economics on either growth theory in general, or on the 
question of alternative technologies in particular—both of which problems 
take up most of the book. There is a good review of Russian literature in the 
area of choice of alternative techniques, but this too does not mention the 
similar work of Grossman and Kaplan. 

The general discussion in the first part—and by far the longest part of the 
book unfortunately—provides a somewhat elementary review of Marxist gen- 
eral economic theory and growth theory in a very turgid and long-winded 
style (which may of course be the translation’s fault). In this respect it com- 
pares unfavorably with the books and articles by Sweezy and Baran on the 
same subject. Apart from style and length there is a certain confusion and 
error, especially in the treatment of the role of interest-—-which the author, 
as a Marxist, does not recognize as an economic return. Yet in spite of this he 
states, in a footnote on page 36, that a planner in a centrally planned econ- 
omy, in making choices among techniques of varying capital intensities, 
would choose “according to whether the period of waiting was excessive or 
not for the economy.” He does not recognize that this in one of the purposes 
of the rate of interest; and he in fact contrasts this with the process of choice 
among technologies in a decentralized, capitalistic society where the in- 
dividual businessman is governed in his choices by the numerous shifts in a 
rapidly fluctuating market rate of interest. Apparently he is not aware of the 
many types of interest rates, including the long-term rate, which is far more 
stable than the short-term rates; nor does he seem to be at all cognizant of 
how businessmen (or government officials) in a capitalist or partially planned 
economy do in fact make investment decisions, It may reflect my own train- 
ing, but after reading the first, theoretical part of the book I was forcibly 
struck by the fact that “if interest did not exist it would be necessary to in- 
vent it.” If Bettelheim had been prepared to formally recognize the existence 
of interest (rather than hiding its function in a footnote), the very lengthy 
discussion of alternative techniques could have been shortened drastically. 
Instead he plods through lengthy Marxist alternatives which lead to results 
crudely similar to those derived by using the interest rate, and not dissimilar 
to those reached by the more widely known classical and Keynesian growth 
theorists, but with less conciseness, precision and neatness. 

Part II, a discussion of Indian economic planning, is far shorter, more pre- 
cise, and generally more satisfying. It is unfortunate that one has to get to it 
through the lengthy first part (it would have been better to have published it 
independently). He rightly stresses the key role in India of raising invest- 
ment to 12 per cent of the national income, if economic development is to 
succeed, and he also is correct in stating that the economy can do this. He is 
also rightly critical of labor-intensive techniques for the mere purpose of 
employment, and emphasizes the waste of resources that this implies. He 
stresses the importance of choosing among technologies in order to maximize 
the rate of growth of the economy. 
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However, his measure of the potential economic surplus available for in- 
vestment is very crude, and in this reflects the weakness of the Marxian ap- 
proach. He assumes that income from property in India (measured very 


_ roughly at best) is largely used for unproductive consumption, and that this 


could be diverted to investment. It would then be possible to reach the 12 
per cent investment target. This is based in turn on the‘assumption that prop- 
erty income goes largely to a feudalistic, large-landowner class, which 
wastes its income. In fact the reason for the apparently large share of prop- 
erty income in the total, is that many of the farmers are small landowners; and 
they probably plow back into the land a large part of any income above that 
required to maintain themselves at low levels of subsistence. The National 
Sample Survey extimates that the 95 per cent of the farmers with land hold- 
ings of .1 to 30 acres own 70 per cent of the total land in India; while the 99 
per cent with landholdings of less than 50 acres (a very large holding in 
India) own 83 per cent of the total.’ If we most crudely assume that the in- 
come from the 30 per cent of the landholdings above 30 acres supports “un- 
productive consumption” it would yield a far lower investible surplus than 
Bettelheim assumes. One method advocated by Bettelheim to mobilize this 
surplus is a land reform program to give the “land to the tiller.” On purely 
economic grounds there is reason to believe that the further fragmentation 
of landholdings is likely to reduce rather than increase total farm output, and 
thus the investible surplus. (Both Thorner and Raj who have written in 
favor of a similar program have stressed desirable psychological effects upon 
the farmer which are difficult to prove.) 

This approach of Bettelheim arises out of the Marxian belief that present 
property income is largely illegitimate and wasteful. Rather than this ethical 
assumption as a basis of policy, it would be preferable to examine the possi- 
bilities of increasing taxation from agricultural incomes, especially in terms of 
the relation between present income (or landowning) distribution in the agri- 
cultural sector and the levels of rural taxation. Similarly the Keynesian ap- 
proach relating increases in national income to increases in capacity to pay 
taxes seems far more fruitful and precise. Both these approaches have been 
examined in papers by several non-Marxist economists, and clearly indicate 
that the Indian population in general, and in the rural sector in particular, 
can pay higher taxes than at present with no decline in consumption, espe- 
cially as development proceeds. 

The Marxian approach is of value in stressing some—by no means all— 
of the group and class pressures which make needed changes in the agricultural 
and other sectors of the Indian society so difficult. Unless these are resolved 
by government action (or the actions of the Congress Party), it will be diffi- 
cult to take steps necessary to insure a successful economic development pro- 
gram; and if the government or party, because of the pressures within it, is 
unable to take the steps necessary, the process of development may break 
down. Non-Marxist economists too often slur over the existence of these con- 


*See P. C. Mahalanobis, Science and National Planning, presidential address before the 
National Institute of Science of India (January 1958), reprint, pp. 29-31. 
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flicts, and separate the economic problems from the political solutions. 

The Marxist approach alone, as evidenced by Bettelheim and earlier by 
Baran, does not present a satisfactory approach to the economic problem; 
and in fact the crudeness of the theory, as used in Bettelheim’s discussion of 
property income in India, makes an accurate analysis of the political econ- 
omy of growth difficult if not impossible. Rostow’s answer to Marxian theory, 
by the stages-of-growth analysis, slides over many of the difficulties of the 
growth process itself within each stage, because it relegates the problems of 
group and class conflict to a minor role. There is room for a political economy 
of growth that combines the analysis made possible by contemporary non- 
Marxian economic and growth theory with a treatment of the political ques- 
tions related to growth, some of which are properly stressed by the Marxians. 

Grorcr RosEN 

Kathmandu, Nepal 


Essays on conomic Planning. By Oskar Lance. Calcutta: Statistical Pub- 
lishing Society, under auspices of the Indian Statistical Institute, 1960. 
Pp. 72. 36s. 

Since the end of the second world war many countries of Asia, Africa and 
Latin America have been caught in the fever for economic development. 
Apart from political considerations, the form taken by their emerging social 
systems will depend upon whether their economies can provide adequate ma- 
terial gains for their people. They want to skip the usual course of history and 
want to transform their primitive technology into the most modern one within 
the shortest possible time. To this end they invariably turn to economic 
planning and look toward the countries which have had experience with it. 
This short monograph under review is a collection of three essays on economic 
planning written by an eminent authority who in addition to being a professor 
of economics at the University of Warsaw is also the chairman of the Eco- 
nomic Council of Poland. These essays were written during 1955-56 when 
the author was visiting the Indian Statistical Institute in Calcutta. 

The essay entitled “The Fundamentals of Economic Planning” is a descrip- 
tion of techniques of planning as employed by the Central and East European 
countries as well as China, Even though the general principles of economic 
planning in these countries are the same as in the Soviet Union, in practice 
they vary somewhat. A capitalistic sector is tolerated in varying degrees. 
Usually it plays a very minor role, but in a country like East Germany “the 
capitalistic sector plays a substantial role in industry and trade” (p. 2). 
The plan is concerned with a socialist sector of nationalized enterprises and 
co-operative enterprises, a sector of small private commodity producers, and 
a capitalist sector usually in agriculture. The fundamental concept of eco- 
nomic growth is that industrialization is possible only through public invest- 
ment, and hence the emphasis upon the development of the socialist sector 
of the national economy. To achieve this aim and to bring equilibrium in the 
various sectors of the plan, the increase in the means of production must 
proceed at a higher rate than the increase in the production of consumers’ 
goods (p. 5). If a bottleneck appears between supply and demand in a par- 
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ticular market, it is corrected by changes in reserve stocks in the short run and 
a price change or revision of the output target in the long run. Usually capital- 
istic methods, such as the use of wage differentials, are to provide the in- 
centive to production. Where these do not work competition among the 
working groups is encouraged. For example, in Poland an “efficiency flag’’ 
is allotted quarterly to the best working coal mine (p. 19). The author notes 
in the preface (written in 1958) that originally when these plans were insti- 
tuted, they were all highly centralized. But recently marked changes have 
been introduced in the form of diversification and decentralization of plan- 
ning, particularly in the management of industry. 

The essay entitled “Some Observations on Input-Output Analysis” argues 
that true application of this principle is in a centrally planned economy. It 
notes the contribution of Leontief in this field and the use of the technique 
in the United States economy, but it assumes “that this analysis achieves 
its full justification only if applied as a tool of economic planning” (p. 41). 

From this reviewer’s point of view the short essay on “Some Problems con- 
cerning Economic Planning in Underdeveloped Countries” is most interesting. 
The author believes that since the present underdeveloped countries remained 
underdeveloped in the past because of “foreign monopoly capital,” “neither 
is industrialization nor economic development possible through the influx of 
foreign capital” (p. 36). His prescription for economic development and capi- 
tal accumulation is simple: “economic development can take place only on 
the basis of public investment” (p. 36). Citing the case of India he advo- 
cates land reform whereby land should be distributed to the landless labor 
(p. 36). To develop the public sector, government should tax more, raise more 
state loans and incur more deficit financing. He concludes by saying that the 
economic development of an underdeveloped country is possible only through 
the development of the economic foundations of a “socialist society” (p. 39). 

Indeed, Lange’s pill would be very hard to swallow for the economic plan- 
ners of India or for that matter any of the underdeveloped countries that have 
to work within the framework of parliamentary democracy. Presently they are 
in dire need of foreign capital (India’s current plan assumes a deficit of 
$4.5 billion, foreign exchange). Too much deficit financing may bring hyper- 
inflation. Redistribution of land among landless labor does not automati- 
cally insure higher productivity. If the present level of consumption is cut 
down for any length of time, it may bring political revolution. While suggest- 
ing that balance be kept between public and private enterprise, an observer 
comments “Perhaps the greatest unsolved problem of the Indians is to find 
some way to insure efficient public entrepreneurship under the general aegis 
of a parliamentary government. . . . neither the U.S.A. nor the U.S.S.R. has 
much experience to offer. The one lacks the public corporations and the other 
the parliamentary democracy.” 

In spite of the orientation of this monograph to the Soviet-type planning, 
it is a welcome addition to the growing literature on economic planning. 

RANBIR VARMA 

Long Island University 


*J. K. Galbraith, “Rival Economic Theories in India,” For, Affairs, Apr. 1958, p. 596. 
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Money, Credit and Banking; Monetary Policy; Consumer Finance; 
Mortgage Credit 


Techniques of Monetary Control. By JoserH Ascuneim. Baltimore: The 
Johns Hopkins Press, 1961. Pp. ix, 164. $4.50. 

This interesting and thoughtful volume is concerned with the modus op- 
erandi of central banking. Until fairly recently, most monetary theorists— 
with a few notable exceptions—had been content to start their analysis of 
monetary policy more or less from its impact on the money supply or on some 
closely related variable, such as the interest rate. They then proceeded to 
the substance of their analysis, viz., tracing the subsequent effects through 
the economic system. In brief, and at the risk of oversimplifying, most analy- 
ses of monetary policy started with a postulated AM and then went on 
from there. 

Professor Aschheim’s book, however, is primarily concerned with the stage 
before that. In recent years, controversies over such matters as the “bills 
only” policy, the functioning of the discount mechanism, and the regulation of 
nonbank financial institutions have stimulated considerable interest in how 
the monetary authorities bring about that AM in the first place. Aschheim’s 
book, in this vein, thus joins the growing but still sparse volume of literature 
that deals in depth with the instruments of monetary policy. 

Practicing central bankers, of course, have always had to wrestle with 
these problems. Their immediate attention is generally focused not so much 
on AM nor on interest rates or the flow of credit for that matter, for all of 
these are only indirectly and usually imperfectly under their control. Rather, 
their immediate objective is more likely to be the state of member-bank re- 
serve positions, the one variable most subject to their control. Their formula- 
tion and execution of day-to-day monetary policy, therefore, largely consists 
of first assessing the effects on bank reserves that are likely to result from the 
use of one or more of the instruments at their disposal, and then, or perhaps 
concurrently, assessing the implications for the other objectives that they 
would like to influence in turn. 

But, as Aschheim makes clear, what these other objectives are—whether 
the money supply, interest rates, or the flow of credit, for example—will 
necessarily influence the decision as to which particular instrument or combi- 
nation of instruments should be utilized to alter reserves. For the instruments 
have differential effects on the level and structure of interest rates, on bank 
liquidity and profitability, on the state of expectations, and on many other 
variables. Thus the problem of the optimum instrument-mix arises, involving 
the relative appropriateness of the instruments under various circumstances: 
when and how should each instrument be used, how should they be coordi- 
nated, are more instruments necessary or would less be adequate? 

Aschheim devotes a chapter to each of the following topics: open-market 
operations versus variations in reserve requirements, supplementary security 
reserve proposals, the “bills only” policy, the discount rate, moral suasion, 
the extension of controls to embrace nonbank financial institutions, and the 
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regulation of commercial bank time deposits. Inexplicably, selective credit 
controls are not mentioned. 

The author’s views on many of these subjects are sure to provoke debate. 
For example, he believes that the discount mechanism is in need of thorough 
overhaul, that “bills only” has seriously hampered monetary policy, and 
that the Gurley-Shaw thesis is in error both empirically and theoretically. He 
concludes that it is not necessary for the central bank to directly regulate 
nonbank financial institutions, since the existence of our large and widely 
distributed government debt already enables the central bank to control these 
institutions effectively via aggressive open market operations. Indeed, Asch- 
heim emphasizes repeatedly throughout the volume that the large and widely 
held public debt strengthens monetary policy by serving as an efficient trans- 
mission mechanism through which the intent of the monetary authorities can 
be effectively implemented. Unfortunately, he never fully explains exactly 
how this process is supposed to work, so that after a while it starts to acquire 
some of the characteristics of a deus ex machina. 

One final comment, with reference to Aschheim’s rather complete rejection 
of the Gurley-Shaw thesis. An important part of his case against Gurley- 
Shaw rests on his empirical finding that the decline of commercial bank assets 
as a proportion of the assets of all private financial institutions had already 
run its course as long ago as 1929, and that since then the commercial 
banks may have even improved their relative position slightly. However, 
the statistics he offers as evidence to support this proposition terminate with 
1952 data, which is before the tight-money years of the 1950’s had really begun. 
It is difficult to comprehend the justification for this procedure. Elsewhere in 
the book Aschheim carries his statistics through 1959 or mid-1960. If he 
had done so in this case—and the data are readily available—he could not 
have failed to notice the rather substantial decline in the relative importance 
of commercial banks that has taken place over the full time span since the 
end of the second world war. 


LAWRENCE §S. RITTER 
New York University 


Money Under Review. By W. MANNING Dacey. London: Hutchinson & 
Co., 1960, Pp. 175. 25s. 


In the opening sentence Mr. Dacey tells us that there has recently been 
“much questioning of traditional beliefs about the working of our monetary 
system.” This questioning, so far as Dacey is concerned, focuses on the in- 
struments of monetary control. His discussion of money and near-money, of 
currency and deposits, of the structure of bank assets and liabilities runs en- 
tirely along traditional lines. It is, incidentally, one of the most lucid and 
felicitous treatments of these matters I have seen anywhere. 

When he comes to the traditional instruments of central bank control, bank 
rate and open-market operations, however, Dacey calls in question the va- 
lidity of long-accepted conclusions. The rise of the Treasury bill as the domi- 
nant type of money-market asset has in fact, he thinks, rendered these instru- 
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ments quite ineffective. For, as long as the banks have a more than adequate 
supply of liquid assets, i.e., Treasury bills and call loans, they can frustrate 
any attempt by the central bank to make them contract their loans and de- 
posits by either letting their Treasury bills run off or by calling their loans to 
the discount houses, thus forcing the latter to do the same thing. But if 
the banks and the discount houses reduce their holdings of bills, the Treas- 
ury will have to turn to the Bank of England, and the resulting increase in 
bank reserves will exactly offset whatever reduction the Bank had brought 
about through its initial open-market sales. 

From this it follows that the banks’ cash reserves are no longer of any real 
significance. What is important now is the liquidity ratio, that is the ratio 
of liquid assets—which, taking the banks and the discount houses to- 
gether, are essentially Treasury bills—to deposits. Correspondingly, the ex- 
pansion factor is no longer 10 or 12% to 1, but rather 3% to 1, since the 
banks are assumed to regard 30 per cent as the minimum liquidity ratio. This 
discovery has been stressed by other British monetary writers as well in recent 
years. (See, for instance, Ch. 9 of A. C. L. Day’s little book, The Economics of 
Money.) 

In one respect Dacey’s revisionism is less far-reaching than Sayers’, or, 
in at least some of its passages, the Radcliffe Report’s. Sayers goes so far 
as to say in his presidential address to Section F that “restriction of the sup- 
ply of bank deposits, if long continued, can be expected to become increas- 
ingly ineffective as a curb on total demand, because the demand for liquidity 
can be so well satisfied from other sources.”* Dacey explicitly criticizes the 
Radcliffe Committee for giving support to this view: “. . . this glosses too 
easily over the basic distinction between money and other liquid assets . . . 
money does not merely represent a particular form of liquid savings; it con- 
stitutes the means of effecting actual payments. Any other assets, before their 
value can be realized and made available for spending, must first be turned 
into money; and in general this means that some holder of actual cash must 
be induced to part with it” (pp. 33-34). The terms on which holders of 
cash will part with it depend, to a considerable extent, on how large their 
holdings are. 

In another respect, however, Dacey’s revisionism is more extreme than the 
Radcliffe Committee’s. The Committee imply, he says, that if the Bank of 
England “were prepared to raise Bank Rate drastically it would be able to 
prevent the exchange of Treasury bills for cash. . . . The truth is surely the 
opposite: even wide fluctuations in rates . . . will not necessarily induce any 
contraction in the supply of market bills . . .” (p. 83). Here the roles are re- 
versed; it is Dacey who overlooks the terms on which the exchange is made. 
The fact that higher rates will not necessarily cause the Treasury to reduce 
the supply of bills does not alter the fact that rates are higher. 

In this and many other passages Dacey implies that interest rates are of no 
importance. He says, for instance, “creation of a money market stringency 
will not in itself compress bank deposits” (p. 21). And he cites the fact that 
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in 1957 “it did not prove possible to prevent a considerable increase in the 
quantity of bank deposits” as evidence of the ineffectiveness of traditional 
instruments of central bank control (pp. 19, 111). But, one cannot help ask- 
ing, isn’t the stringency itself enough? Why must we also have a contraction 
of deposits? Was not the rise in interest rates in 1957 enough to do the job, 
even though deposits increased? 

Dacey’s concern with the quantity of money as such is, in part, a concom- 
itant of the importance he attaches to the real-balance effect. He often seems 
to believe that the amount of cash holdings, in real terms, is the major determi- 
nant of aggregate spending. But it may also be a product of the intensity of 
his anti-inflationary zeal. Dacey has, quite understandably, been alarmed at 
the danger of a permanent inflationary psychology’s taking hold. In reaction, 
he goes to the opposite extreme of demanding double guarantees in the form 
not only of higher interest rates but also of an absolute reduction in the money 
supply. 

There is much else in this book: the discussion of funding as an instrument 
of monetary control, or of index bonds as a means of coping with a settled in- 
flationary psychology, to mention only two examples, which cannot be cov- 
ered in a brief review. Whatever he is dealing with, Dacey is both an expert in 
his command of the technical material and a craftsman in molding it into 
clear and readable prose. Economists who want to know what has been 
going on in the English monetary system in recent years will find his book a 


valuable source of information and a pleasure to read whether they agree 
with all of his conclusions or not. 


ALAN R. SWEEZY 
California Institute of Technology 


Politica monetaria—evoluzione e aspetti odierni. By ALBERTO FERRARI. 
Milan: A. Guiffré, 1959. Pp. xv, 331. L. 2500. 


Since the revival of monetary policy in the early ’fifties, investigations made 
and articles written on its various aspects have not been accompanied by an 
adequate review of the significance of underlying changes. We are perhaps at 
the threshold of a new revision of monetary concepts which may prove to be 
of an importance equal to that which accompanied the shift from the auto- 
matic gold standard of the years before the first world war to patterns of cur- 
rency management in the interwar and postwar periods. In advanced and de- 
veloping countries the growth of institutions combining new forms of financ- 
ing with growing liquidity has given rise to conditions under which traditional 
approaches and instruments of quantitative controls leave much to be desired. 
This study by Dr. Ferrari, General Secretary of the Bank for International 
Settlements, provides a setting in which monetary policy is presented not in a 
pattern of fixed principles and rules, but in its evolutionary development over 
time. The book is divided into three parts, the first providing an evaluation 
of institutional factors; the second dealing with the interrelation of factors 
and theories; and the third, with current monetary policy. 

The author makes the interesting point that under the original gold stand- 
ard, as it was practiced at the time when gold or silver coins were the only cir- 
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culating media, a monetary policy could not exist, as shifts in economic 
conditions in one country were automatically reflected in a flow of metals 
from or to other countries, and thereby in shifts in the supply of and demand 
for money. The advent of monetary policy was a consequence of the emer- 
gence of subsidiary means of payments—first in importance, bank notes and, as 
time went on, deposit accounts and checks, so that the task of regulating the 
volume of money came to encompass the control of bank credit. In other 
words, the development of monetary policy is related to the growing impor- 
tance of nominal money in substitution for real money. 

This process explains, and in a sense is responsible for, the transforma- 
tion of the bank of issue into a central bank, the regulatory organ of money 
and credit. Ferrari notes that as long as the state and the central bank oper- 
ated under the gold standard, they were both bound to follow the rules of 
the game, as the system could only operate on an international basis, and 
the domestic economy therefore had to be adjusted accordingly. With the 
growing importance of nominalism in money, monetary standards are operated 
under sets of man-made rules, and monetary policies are accordingly adjusted 
to economic policies and national objectives. Viewed in this light, the rela- 
tions between central bank and state, and monetary policy itself, can not be 
regarded as a purely monetary phenomenon, but as part of the general eco- 
nomic situation reflecting availability of and requirements for resources on 
which the state—through its governmental organs—exerts the ultimate con- 
trolling power. Ferrari remarks that “independence” of the central bank is a 
two-level concept—basically, no bank (whether central or ordinary) can op- 
erate successfully without freedom of judgment with respect to opportunity 
and risk; but, as a public and technical organ, a bank must operate within the 
framework of laws and regulations and subject to the sovereign power of the 
state. 

This evolution of monetary policy and the central bank has had a counter- 
part in the evolution of monetary policy, but the changes in the economic and 
banking systems have generally progressed faster and farther than either 
policy or thinking. As noted by Ferrari, the concept of the gold standard 
and the way it worked were never clearly presented (nor perhaps understood) 
during its time and perhaps not until the recent and searching work by 
Bloomfield; and even now there is hesitancy on the part of some economists 
(e.g., Harrod and Robbins) and technical groups (such as the Radcliffe Com- 
mittee) to admit the importance of quasimoney and velocity in the applica- 
tion of monetary policy. Fundamentally, the approach to monetary policy 
continues to be related to Fisher’s influence, through his quantity-theory 
analysis; and the new instruments and techniques which have been devel- 
oped since the interwar period stress “volume” and avoid the more complex 
aspects of velocity of money. In fact while central banks of underdeveloped 
countries have experimented with new forms of monetary instruments, the 
central banks of Europe, and more particularly that of the United States, have 
manifested self-restraint in the use of traditional instruments and in the 
development of new ones. Ferrari notes that the Radcliffe Report (and, one 
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may say, real forces in many countries) may serve as a catalytic element in 
the development of new concepts in regard to monetary policy; and his in- 
terpretation of the Report, in the light of current theories and banking devel- 
opment, is among the most penetrating parts of the book. 

In the introduction, Ferrari says that the purpose of his study is to achieve 
a synthesis of institutional, theoretical, and policy aspects. The book moves 
consistently from the historical approach to analysis of theories and policies 
to an examination of the current situation. One may regret, however, that this 
illuminating study remains centered (except in a few places) on the tra- 
ditional central banks of Europe and the United States, and throws little light 
on the concepts underlying and the practices of those newly emerging insti- 
tutions of Latin America, Asia, and Africa which are in their own way follow- 
ing new paths of monetary experience. Those who are concerned with the diffi- 
cult task of the central banks of Europe and the United States should perhaps 
stop to recognize, in a more constructive and less critical way, the task of 
those central banks which are called upon in this turn of history to combine 
internal monetary stability, accelerated economic development, and a viable 
balance of payments—in combining, in other words, a regard for the political 
aspirations and the economic realities of their own countries. In reminding us, 
from his vantage point in Basle, that concepts, practices, and objectives of 
monetary policy are but passing aspects of the ever-changing political and 
social pattern of our world, Ferrari is paving the way for a reappraisal of the 
changes in the financial and economic structure now occurring in advanced 
and developing countries throughout the world. 


FRANK M. TAMAGNA 
The American University 


The Federal Reserve System, Purposes and Functions. Fourth Edition. Wash- 
ington: Board of Governors of the Federal Reserve System, 1961. Pp. 
xvi, 238. 

The fourth edition of this familar book is extensively reorganized and some 
important new material has been added. The chapter on “Selective Credit 
Regulation” has been dropped and the discussion of selective credit controls, 
has been included, with that of general credit controls, in a chapter entitled 
“Instruments of Monetary Regulation.” A new chapter, “The Credit Mar- 
ket,” follows a discussion of the “Structure of the Federal Reserve System.” 
This chapter is followed by a discussion of “Interest Rates,” “Influence of Re- 
serve Banking on Economic Stability,” and the “Supervisory Functions of the 
Federal Reserve” (3rd ed., Chs., 10-12; 4th ed., Chs. 6-8). The factors in- 
fluencing member bank reserves are discussed in Chapters 9-12, inclusion of 
the “Balance Sheet of the Federal Reserve Banks” (previously Ch. 13) mak- 
ing this treatment more complete. The second new chapter, “Short-Term 
Changes in Bank Reserves” is included at this point. There is a concluding 
chapter on “Service Functions.” Finally, the new edition makes more exten- 
sive use of charts and tables, 28 as compared to 15. 

Most of the changes should make this edition even more valuable than its 
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predecessors as supplementary readings in the first course in money and 
banking or in principles of economics. Even if the new organization does not 
appeal to some instructors, the chapters are written as units and may be as- 
signed to conform with individual needs, Many students will find the chapters 
which discuss the application of instruments of monetary policy and the effect 
of monetary policy on the economy extremely helpful in understanding these 
difficult subjects. The addition of the chapters on “The Credit Market” and 
“Short-Term Changes in Bank Reserves” is long overdue. They should prove 
valuable aids to understanding the dynamics of monetary policy. 

Although the chapter on credit markets provides some insight into the func- 
tioning of those markets, it falls short of the desired goal. The treatment is 
oversimplified. No mention is found of “the money market” nor of “the capi- 
tal market.” References are to the much broader “credit markets” although 
the discussion does develop the idea of the short-term and long-term segments 
of the credit market. In view of the widespread use of the terms “money” and 
“capital” markets it would have seemed desirable to discuss them as com- 
ponents of the much broader credit market. 

The departure from practice is also to be found in the use of “free reserves.” 
This term is used on page 187 to mean the gold certificate reserves of the Fed- 
eral Reserve System in excess of the 25 per cent requirement. In other 
places (pp. 166 and 176, for example) such excess reserves are referred to as 
“free” gold and “free” gold reserves. On page 210, the term “net free reserves” 
is used in its usual connotation to mean excess reserves of member banks 
larger than borrowings. While the usage of these terms leaves little doubt 
as to their meaning, there are advantages to be gained by following, whenever 
possible, customary practice. The vocabulary of money and banking is suf- 
ficiently complex for the beginning student without adding complexity by de- 
parting from customary usage. 

Basically, however, this volume should accomplish its purpose. It is clearly 
written, the style is simple, and the illustrations attractive and informative. 
It should be of considerable help to the beginning student in money and bank- 
ing or in the principles of economics; to the lavman who wants to acquire 
some insight into the working of our monetary and banking system; and to 
the young instructor who is in need of supplementary reading material. 

C. A. MATTHEWS 

University of Florida 


Money, Prices, and Policy. By WautER W. Haines. New York: McGraw- 
Hill, 1961. Pp. xvii, 780. $7.95. 

The first half of this book treats money as a means of payment. Most of 
the second half treats money as a standard of value. The remainder of the 
book is devoted to the international field. 

Seen closer up, the book is subdivided into ten parts: Money and Its De- 
velopment (functions and evolution of money and origins of modern bank- 
ing); Commercial Banking (early American banking, national banking sys- 
tem, commercial bank operations, and credit expansion); Central Banking 
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(Federal Reserve history, operations, and controls, the sources and uses of re- 
serve funds, and the current banking situation); Financial Intermediaries 
(credit and finance, consumer finance, and business and government credit) ; 
Monetary Systems (monetary standards, the U.S. monetary system, and 
foreign banking systems); Monetary Theory (value of money, the business 
cycle, theories of the value of money, and transactions and cash balances) ; 
National Income Theory (income approach, national income history, role of 
expectations, flow of funds, and the rate of interest); Monetary Policy (aims, 
Federal Reserve policy, critiques of the bases and tools of monetary policy, 
and fiscal policy); International Monetary Relations (payments mechanics, 
exchange rates, world monetary problems, and international economic co- 
operation) ; and Conclusion (the veil of money). 

This close-up suggests the comprehensiveness of the work. Noteworthy in- 
clusions are the new (1959) formulation of (Copeland’s) Federal Reserve 
flow-of-funds data, a chapter on the sources and uses of reserve funds, and a 
70-page coverage of financial intermediaries, which have become increas- 
ingly important. Each chapter is concluded with a selected bibliography and 
a dozen or so thought-provoking questions (“resembling the real-life ques- 
tions with which we all wrestle”) that cannot be answered merely by turn- 
ing back a few pages. 

The author has developed four themes—history, institutions, theory, and 
policy—in his examination of monetary policy, public and private. His treat- 
ment of these themes is balanced, and his list (p. 561) of desirable economic 
goals—economic freedom, full employment, a reasonably stable price level, 
and economic growth—suggests the “liveness” of monetary policy as a field 
of continuing controversy. 

From Say’s Law in the first chapter to Pigou’s “veil of money” in the 
last, the book has considerable classroom potential. Many of its 40 chapters 
are relatively self-contained. As would be expected in a money and banking 
text, commercial and central banking constitute the core of the book. How- 
ever, the lucidity and the comprehensive coverage of the work contribute 
greatly to its value. 

For example, national income theory is handled pictorially rather than al- 
gebraically—with success. Diagrammatic presentation is effectively used to 
elucidate intra- and interdistrict clearing (pp. 116-17), Federal Reserve organ- 
ization and functions (p. 171), supervision of the commercial banking sys- 
tem (p. 223), governmental credit and credit-insurance agencies (p. 287), 
and the relation between prices and costs (p. 553). Universal credit cards are 
“caught” (p. 259) under consumer credit. Circuit flow diagrams are frequently 
employed to clarify concepts (e.g., to show on page 464, inter alia, that 
money creation can counteract a hoarding leakage). The material is up-to- 
date. Some data are even carried into 1960. A chapter on interest rate theory 
gives recognition to the recent resurgence of high interest rates. 

Haines’s work will delight the literary-minded. The writing is succinct, as 
on page 277: “The over-the-counter market—more accurately designated as 
an over-the-phone market—has no physical existence.” While apparently the 
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author does not belong to the “do-it-yourself” school of poetry (like, e.g., 
Boulding), his Shakespearean quotation prefacing each chapter bespeaks his 
savoir-faire at impeccably appropriate poetic selection. 

Although this introductory-level textbook will admittedly not excite the 
academicians over its novelty or profundity, it is a very worthy addition 
to the money and banking field. Its inclusiveness and its readability make 
it useful as a reference work as well as a text. Anyone who has read it should 
understand the role that money plays in a modern economy and its ef- 
fect on national income and on his own standard of living. 


Howarp S, GorDMAN 
Georgia State College 


Public Finance; Fiscal Policy 


Public Finances: Needs, Sources and Utilization. A Report of the National 
Bureau of Economic Research, Special Conference Series Vol. 12. Prince- 
ton: Princeton University Press, 1961. Pp. xiv, 512. $10.00. 


In organizing this conference the Committee wisely refused to be satisfiea 
with making relatively minor and specific contributions to the already much 
discussed field of federal, state and local tax problems. Rather, opportu- 
nity has been given to several specialists to update their views on the theory 
and practice of resource allocation in the public sector. Moreover, the gener- 
ous space given to the commentators has brought fruitful results in exposing 
the many areas of disagreement in this heterogeneous and specialized field. A 
wide range of disciplines is represented in these papers, including political 
science, game theory, welfare economics, the theories of risk, uncertainty, 
and interest, the study of the social welfare function, location theory, and 
objectives and techniques of maximization. In the light of the wide range of 
theory encountered in this volume, the reader may wonder whether Buchanan 
is correct (p. xii) that “Public Finance seems to be on the threshold of 
becoming one of the most stimulating fields of inquiry in all of the social 
sciences,” or whether, to the contrary, we are about to witness an acceleration 
of the dismemberment of an applied field that has gone on for the past 
twenty-five years as parts of public finance have been more closely inte- 
grated into the general body of economic theory. 

Despite the wide range of topics covered in this volume, it has a fairly inte- 
grated structure. There are two papers on governmental financial needs and 
resources; three on decision-making problems arising out of our multilevel po- 
litical structure, together with one on metropolitan finance; three devoted 
specifically to tax and spending decision-making, with a fourth to the special 
role played in the budgetary process by the circumstances of the organization 
of the Department of Defense; and one (by O. H. Brownlee) on user 
prices vs. taxes, which gains admission to a symposium centered around 
public spending decisions through its emphasis on the role of pricing of certain 


government goods and services to induce individuals to reveal their prefer- 
ences. 
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The first two papers, one by Colm and Helzner and the other by Netzer, 
present models of financial needs and resources over the next decade under 
a variety of different assumptions. Both of these studies in a sense represent 
progress reports in the course of a continuous process of refinement of data, 
and of sharpening and reconciliation of assumptions. Their importance lies 
rather in their contribution to techniques of forecasting than primarily in 
the value of the actual predictions made. On the latter, note the differences 
of opinion that arise in probable levels of defense spending (even in the ab- 
sence of war), and the continual debate over Netzer’s view that the elastic- 
ity of property tax revenues in terms of GNP is unity. One may be permitted 
to speculate on what further differences of opinion would have emerged if, 
instead of four commentators, eight or ten had been found qualified to eval- 
uate this group of papers. 

In the second set of papers, Tiebout’s is concerned with fiscal decentrali- 
zation from the point of view of economic efficiency, and is thus a companion 
piece to that of Musgrave, which considers criteria for central government 
interference in state finances to take account of differing needs and ca- 
pacities, willingness to tax, the meeting of minimum programs, and equity 
considerations with respect to citizens of different states. Tiebout points out 
that even “pure” public goods, because of spatial considerations, are often 
more accessible to individual A than to individual B. Thus the problem of 
optimum size of “precinct” (i.e., production unit) arises, as well as that of 
taxing to take account of each individual’s proportion of the total benefits. 
After presenting a number of models, Musgrave prefers a plan that makes the 
subsidy received by a low-capacity, high-need state depend partly on its 
own tax effort. The third paper in this group, by Labovitz and Ecker-Racz, 
is a detailed examination of various ways to better the financial position of 
the states through changes in intergovernmental fiscal relations. A number of 
widely held tax views are corrected; for example, that removal of tax immu- 
nity of federal government property will soon come to the aid of certain hard- 
pressed communities; and that an increase in the federal estate tax credit 
would increase the revenues of most of the states. Finally, in this series, the 
problem of metropolitan finance is comprehensively discussed by Julius Mar- 
golis. He addresses himself to the paradox that metropolitan centers enjoy 
enormous advantages in economic resources and institutions, yet operate so 
often under conditions of financial crisis. A major difficulty is the inadequacy 
of the existing forms of urban government to cope with these rapidly develop- 
ing problems. 

Lindblom stresses the incremental nature of decision-making. A series of 
specific choices is made at the margin, and these choices in part determine 
the social welfare function. The conclusion is optimistic: that individuals 
can “often” agree on decisions though they hold conflicting values. “Partisan 
mutual adjustment” thus can give us a collectively rational policy. Insuffi- 
cient stress seems to be laid on the facts that many decisions are extremely 
lumpy because they carry a satellite system of logically necessary corollaries, 
and that a rational policy progressively created by competing pressure groups 
may not maximize the long-term welfare of society. 
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McKean’s paper emphasizes the failure of the federal government to evolve 
an effective program budget. Indicators of performance are needed. More 
stress should be laid on outputs and less on imputs, Certainly the lack of per- 
formance indicators in the broadest sense is precisely what is likely to 
alarm the citizen who discovers that government investment projects are 
dollar-evaluated in terms of cost-benefit. As Burkhead comments (p. 359) 
“project values that are nonmeasurable are relatively neglected.” 

Enthoven and Rowen stress the inadequacies of the mechanism of choice 
in defense planning. The never-ending process of bargaining makes efficient 
choice difficult; but duplication is the price that has to be paid for the re- 
duction of uncertainty, Cogent reasons (partly based on military strategy 
considerations) are given for rejecting the fixed requirements and priority list 
approaches to defense budgeting, and for subdividing the defense budget into 
output categories, so that military output is maximized by trading among 
inputs. 

Eckstein’s paper, on the theory of public expenditure, covers a wide range 
of subjects. Controversy arises over the rate of discount to use in valuing pub- 
lic investment projects. Not only is there a question of whose time prefer- 
ence to use, but (as Hirshleifer comments) the marginal productivity of al- 
ternative investments must be taken into account. In any case, planners’ dis- 
count rates mark the beginning, not the end, of the calculations necessary to 
select among alternative public and private investment projects. They should 
serve to introduce rather than to terminate debate on the merits of a proposed 
project. The Army Corps of Engineers is said to have “all the evidence” to 
justify going ahead with terminal facilities in the Indiana dunes area. But 
there is an important kind of evidence that cannot be evaluated in cost- 
benefit ratios. This is getting lost in the sometimes doubtfully valid specific- 
ity of social discount rates and cost-benefit ratios. 

KENYON E, PooLe 

Northwestern University 


Comportements économiques et distorsions fiscales. By Dts- 
CHAMPs, Paris: Presses Universitaires de France, 1960. Pp. viii, 408. 
NF 20. 


The primary purpose of this study, which is based upon Dischamps’ doc- 
toral dissertation at the University of Aix-Marseille, is to analyze the rela- 
tive economic effects of direct and indirect taxes. The distinction between the 
two is made by Dischamps on the basis of whether or not the individual can 
alter his tax burden by varying his rate of consumption. Thus the indirect 
category includes the spendings tax as well as commodity taxes, which are 
assumed to be shifted to the consumer. While a real effort is made to be ob- 
jective, a strong pro-indirect tax bias is evident throughout. The study is 
made in terms of the two general forms of the taxes rather than specific ver- 
sions of them, apart from different rate structures. For the most part, partial 
equilibrium analysis is employed and economic welfare considered in 
terms of the individual without summation to the group, although summation 
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cannot always be avoided, and the terminology employed at times strongly 
suggests measurability of utility. 

The work is divided into three major parts. The first reviews concepts and 
restates what the author calls the classical theorem of the superiority of direct 
taxes in terms of economic welfare, utilizing both the indifference curve and 
consumer surplus approaches. Reference is made to various cases in which 
the theorem is not valid even within its own frame of reference. Part II con- 
tains the primary attack on the methodology of the classical theorem, 
with a restatement of the well-known criticisms on the basis of absence of 
an initial optimum (the Rolph-Break argument), of possible shifting of an 
income tax and nonshifting of sales taxes, and of the superiority of additional 
excise levies if some are already employed (the Davidson argument). 
Particular stress is placed upon the distorting effects of direct taxes on 
prices and resource allocation arising out of varying income elasticities for 
different goods. The whole indifference curve analysis is subjected to strong 
criticism. 

Part III analyzes the relative effects of the two types of taxes on work- 
leisure ratios, asset holdings, consumption-savings ratios, and risk-taking. For 
the most part Dischamps merely reviews the literature on these subjects, but 
he does introduce new insights in some instances. The conclusions are not 
unexpected; relative effects on work-leisure ratios and asset holdings are not 
definable while the indirect taxes have less distorting effect on consumption- 
savings ratios and risk-taking. The over-all conclusion is simply that the 
dragon is dead-——the classical theorem is invalid. He does not claim that he 
has proven the superiority of indirect taxes. 

The volume performs several useful functions. It brings together a review of 
literature in the field in English, French and Italian to supplement the 
sparse international cross-fertilization in public finance. At the same time 
there are significant contributions to the body of analysis. The most signifi- 
cant include the analyses of price-distorting effects of income taxes, the weak- 
nesses of the indifference curve approach in a dynamic world; the relative 
economic effects of applying excise taxes to goods complementary to work 
and complementary to leisure; and the relative effects of the two taxes in 
bringing readjustments in asset holdings, and in consumption-savings ra- 
tios via the Pigou effect. 

The level of competency is high throughout, although there are occasional 
lapses, such as confusing the effects of the government expenditures with those 
of the taxes on a few occasions. Had the author had access to the Musgrave 
magnum opus when he was writing, he could have made some of the analysis 
more clear cut and positive. While the presentation is remarkably lucid, it is 
also unnecessarily repetitive. But the greatest weakness lies in the framework 
of approach, that of centering attention on the so-called classical theorem of 
direct tax superiority, which inevitably gives a beating-a-dead-horse tenor to 
the discussion. The limitations of a general direct-tax-superiority theorem so 
far as economic distortions are concerned have long been recognized, and 
Dischamps elevates his destruction of the theorem to unwarranted status. 


| 


748 THE AMERICAN ECONOMIC REVIEW 


Furthermore the theorem had relevance only to selective commodity taxes, 
whereas Dischamps identifies indirect taxes with all consumption levies, 
Much of his argument is not valid for spendings taxes. 

The use of a generalized concept of an indirect tax which includes three 
rather sharply differentiated forms reduces the over-all usefulness of the 
study. Dischamps ignores the potentially serious production-distorting effects 
of many sales taxes on the one hand, and the potential advantages of the 
spendings tax approach on the other. If attention had been centered on the 
relative economic effects of expenditure and income-based taxes, the logical 
framework would have been more satisfactory and the results somewhat 
more significant, But the volume is nevertheless a valuable contribution to the 
literature of public finance. 


Joun F, Dur 
University of Illinois 


Trends in Government Financing. By Morris A, Core.ann. National Bureau 
of Economic Research Study No. 7. Princeton: Princeton University 
Press, 1961, Pp. xxvi, 210, $5.00. 


Professor Copeland has contributed this volume to the National Bureau's 
study of the trends and prospects in capital formation and financing. Neces- 
sarily the emphasis is more upon financing than upon capital formation since 
much public financing is not closely related to the construction of physical 
capital. The author’s purpose is not to appraise the wisdom of public borrow- 
ing but “. . . to determine what borrowings and what capital outlays have 
been and what circumstances have given rise to them. . .” (p. 3) and thus 
to provide some basis for forecasting. 

The author develops and emphasizes the concept of net debt, by which 
he means the excess of gross public debts over intergovernmental debts, “. . . 
cash balances and loans and securities held” (p. 4). The increment in this 
debt is measured by the flow-of-funds (FOF) “nonfinancial debt compu- 
tation” which is the excess of “nonfinancial uses of funds” over “nonfinancial 
sources,”’ This concept is a useful one when studying borrowing in the context 
of economic stabilization, but it requires extensive computations; and for 
many years in the past the necessary data are not available. Lacking such 
data, the author sometimes resorts to heroic assumptions which might be 
questioned, Further, the author makes frequent use of the concepts of gross 
debt, gross debt less sinking fund assets, and net debt in his own particular 
sense, and it is not always possible to be sure which meaning is intended. 

With respect to state and local borrowing, the major findings are: (1) most 
borrowing has been for the construction of capital assets, the principal excep- 
tion being the payment of veterans’ benefits; (2) larger communities tend to 
have larger per capita debts than smaller ones, although this difference is 
tending to disappear with the spread of urbanization; (3) regional differences 
in debts seem to be associated with differences in per capita incomes, but this 
difference, too, is narrowing; (4) the upward trend in per capita debts from 
1890 to 1930 was interrupted by the depression and the second world war; it 
is not clear whether it has been resumed; (5) much of the borrowing in the 
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past was for functions which are now being financed in part by federal 
grants. No attempt was made to correlate per capita debts with per capita in- 
comes in communities of different size. The importance of the increase in debts 
since the second world war was greatly reduced by the concept of net debt 
used and by the fact that the study did not extend beyond 1954; gross 
debts have increased by about 80 per cent since 1954. 

National borrowing has been mainly for wars and countercyclical expendi- 
tures, with war borrowing heavily predominant. The author ascribes the 
amount of war borrowing to the fact that Congress appropriates money much 
more liberally and more readily than it levies taxes, although the experience 
in the two world wars was much better than the Civil War record, In view of 
modern technology and the great cost of any future war the author under- 
standably refrains from any specific prediction about future war borrowing. 

The discussion of debt reduction is restricted entirely to the federal 
debt. The author points out that when in the past the debt has been reduced 
it has been not primarily because of any plan or design, but because expend- 
itures declined more rapidly than taxes were reduced, This has not happened 
since the second world war and the author does not think that it is likely to 
happen in the future, but it “. . . could conceivably happen again” (p. 162). 
While there is some discussion of monetary policy, the author does not consider 
the role the federal debt plays in providing liquidity for the economy. 

For the future the author sees little chance of debt reduction, and he an- 
ticipates substantial federal borrowing in periods of recession or depres- 
sion, and possibly some for foreign aid. Total borrowing may be held down 
somewhat to the extent that state and local functions are financed by federal 
grants. 

The author has assembled and surveyed a great deal of material—so much 
that he has not been able to integrate it well nor to study it in depth. The 
book is singularly tedious and difficult to read because the author changes 
subjects frequently, introduces into the text much statistical and other fac- 
tual material, some of which is not relevant to the discussion, and frequently 
repeats or paraphrases thoughts or concepts. 

B. JU. Ratcnrorp 

Federal Reserve Bank of Richmond 


Fiscal Policy for Stable Growth. By Cuatuis A, HAL, Jr. New York: Holt, 
Rinehart and Winston, Inc., 1960. Pp. vii, 311. $5.00. 


Fifteen years or so after the Keynesian theory of income determination 
found its way into the better textbooks, it is still tempting to base even inter- 
mediate exposition of the pure macro-theory of fiscal policy on the truncated 
Keynesian spending model of statical flow-relations, in which all endoge- 
nous spending depends on current income, and stocks of money, or of any- 
thing else, play no role. Professor Hall’s book is designed to counter that 
temptation. Using “elementary methods,” he sets forth the fiscal and mone- 
tary policy implications of maintaining full employment, a target rate of 
growth, and a stable price level in the context of a full-blown macro-model 
in which assei-choice and monetary factors are at the center of things. The 
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model is Keynes-Tobin: private saving is a function of disposable income; 
labor supply is infinitely elastic with respect to the money wage rate over a 
broad range up to full employment; liquidity preference and marginal-effi- 
ciency are replaced by an explicit theory of asset choice under uncertainty. 
While actual investment adjusts instantaneously to ex ante saving, desired 
investment is a function of risk-averting portfolio decisions which involve 
striking a balance between holdings of goods (of one kind: “capital”), con- 
sols, and money, according to tastes and the expected mean and variance 
of rates of return on capital and bonds. 

The broad structure of the book is admirable, A statement of scope and pur- 
pose is followed by two chapters which explain the structural relations of the 
model and demonstrate the qualitative workings of a truncated version under 
stationary conditions, with a given fiscal structure. After a one-chapter explor- 

~ ation of the responses of the truncated system to changes in yield-expectations 
and technology, there follow the three central chapters on policy: one on 
variations in government spending and the total tax take in relation to Treas- 
ury and central-bank monetary operations; and two on the consequences for 
saving and investment of variations in the structure of taxes, Special atten- 
tion is given to various depreciation devices, to tax credits for investment, to 
loss offsets, and to the differential effects of taxes levied on individual incomes, 
on corporate profits, and on consumer sales, The book concludes with chapters 
on fiscal policy and cost inflation, on “fiscal policy for cyclical and erratic 
growth disturbance,” on automatic stabilizers, and, last, a summary state- 
ment on fiscal and monetary strategy. 

The model which underlies the analysis is well chosen both for its intrinsic 
interest and for the development of Hall’s central theme—the interaction 
between once-for-all changes in flow relations and cumulative changes in 
stocks. In the truncated, one-period version, with given supply schedule 
of labor, saving function (private), fiscal structure, government interest pay- 
ments, and stocks of capital and of nominal money, the equilibrium level of 
the price of goods and of employment (and of everything else) is determined 
by the double requirement that (1) output-price times the marginal physical 
product of labor, as determined through a homogeneous production function 
of first degree, equal the money wage rate, i.e., the supply-price of labor 
|“labor market balance]; (2) that everyone should be content with his 
holdings of capital, bonds, and real balances |“portfolio balance’’|. The sec- 
ond condition implies that the yield on capital, as determined through the 
production function by the ratio of the given stock of capital to employed 
labor-—the yield which assures “commodity balance’’——-be consistent with 
“asset balance,” i.e., cause people to want to maintain unchanged their hold- 
ings of capital and monetary assets; and—a subsidiary condition—that the 
interest rate cause people to be satisfied with the associated value of consols 
and with the real value of their holdings of cash less what is earmarked for 
transaction purposes (a function of output). 

The formal analysis consists in tracing the consequences of growing sup- 
plies of labor and capital, of shifts in the behavior relations, and of changes 
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in the fiscal and monetary structure, for the four balance-relations, with em- 
phasis on the various combinations of fiscal and monetary measures which 
will sustain full employment and stable prices and a given investment-con- 
sumption mix. 

Excellent in purpose and organization in-the-large, firmly based on a well- 
chosen model, and generally sensible in its policy conclusions, the book is, 
apart from quibbles about detail, open to one serious criticism. It is not easy 
to judge such matters, but I would suspect that for an intermediate text it is 
rather too hard going--and unnecessarily so, With assumptions, theorems, 
conjectures, sketches of proofs, examples, and dicta--not always labeled for 
what they are—all mixed up together, following the natural, entirely logical 
sequence of Hall’s narrative, it is not likely to be easy for anyone who is not 
familiar with the model to get a commanding grasp of its workings, to de- 
velop a sense for the critical assumptions, To be sure, to have used a simpler 
model would have violated Hall’s purposes. But especially in the exposition 
of the theory of asset choice in Chapter 2, and of the workings of the truncated 
model in Chapter 3, it might have been better to adopt a more explicitly 
structured, postulational mode of presentation in-the-small—-to organize the 
discussion around the central theorems, each with its associated and clearly 
labeled list of special assumptions and sketches of proofs. (1 should admit a 
bias in favor of theory textbooks which, for any given level of depth and rigor, 
are designed to spoon-feed. For a persistent student who is stimulated by 
the difficulty of the narrative to work out the model for himself as he goes 
along, Hall’s presentation may be just right.) 

Two further comments, (1) I would have thought it important to em- 
phasize—more frequently and more sharply than does Hall—-that choice 
among alternative fiscal and monetary policies should be made in part in terms 
of their effects on the allocation of resources as between public and private 
uses and on the distribution of income. (2) This is a book on theory, in the 
physical science sense of theory. It derives the implications of a model with 
little explicit reference to its factual, econometric groundwork. Given the 
scale of the book, I do not think this a blemish, but in a self-contained course 
on stabilization policy it might be well to supplement the text with some 
discussion of our state of knowledge about the empirical validity of the 
critical functions. In particular, since the natural (though not strictly implied) 
bias of the model is to attribute considerable potency to monetary policy, 
it would be appropriate to emphasize what we know and don’t know about 
the responsiveness of portfolio and spending decisions to variations in yield. 

FrANCcis M, Bator 

Massachusetts Institute of Technology and 

The RAND Corporation 


The Public Finances: An Introductory Textbook. By James M. Bucuanan. 
Homewood, Illinois: Richard D. Irwin, Inc., 1960. Pp. xvi, 553. $7.50. 

Those who have read the contributions of Professor Buchanan to the liter- 

ature of public finance over the past dozen years will not be surprised fo find 
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that his textbook, The Public Finances, departs considerably from the tradi- 
tional mold. Buchanan has written a text in which he presents primarily an 
elementary treatment of the theory of public finance. In it the student will 
discover the relevance for decision-making in the public sector of the “new” 
welfare economics, and will find an emphasis on the development and appli- 
cation of efficiency criteria that goes far beyond that found in other textbooks 
in this field. On the other hand, the book contains only a minimal amount of 
quantitative information, Institutional and historical aspects of the subject 
matter are generally dealt with rather briefly or not at all. 

The Public Finances is divided into nine parts which deal, in turn, with the 
nature of the public sector of the economy, the impact of the budget on the 
economy as a whole, socio-economic goals and the fiscal system, federal 
expenditures, federal taxation, the national debt, state and local finance, in- 
tergovernmental fiscal relations, and user-charge financing of public under 
takings. In each of these parts conceptual issues are dealt with in very read- 
able and provocative fashion, One might complain that Buchanan tends to 
avoid any hesitancy or reluctance to present his own unequivocally positivist 
point of view, but for some readers this will undoubtedly prove to be an at- 
tractive aspect of the book. However, for some tastes, including that of this 
reviewer, too often he either fails to mention opposing points of view or 
brushes them aside all too easily. This would be less objectionable if the stu- 
dent were apprised of the existence of substantial contributions to the 
literature of those who might disagree with Buchanan, But there are virtually 
no footnotes in the book and bibliographical references are limited to Mus- 
grave’s Theory of Public Finance, Buchanan's own publications, and about a 
dozen and a half other items. 

For use by undergraduate students in public finance the volume is most 
valuable for its treatment of such subjects as the theory of public expendi- 
tures, efficiency criteria, the theory of public debt, and conceptual issues in 
intergovernmental fiscal relations. Buchanan’s view on the efficiency cri- 
terion in welfare economics is highly doctrinaire—an efficient position “is 
defined as a position from which no change can be made without making 
someone worse off” (p, 130). And efficiency in the public sector is achieved 
when each individual is required to pay a “tax price’ for each unit of a public 
service that is equal to the marginal benefit he receives (p. 171). All of this 
is fine, of course, if the conditions of perfect competition prevail everywhere. 
But even if they do, there still remains the problem of choosing between two 
“best” positions on a Paretian frontier, a problem that is not raised by the 
author. One has the feeling too that the problem of getting people to reveal 
their preferences, or of devising a scheme for making the individualistic bene- 
fit approach to the theory of public economy embraced by Buchanan opera- 
tional, is understated, if not badly slighted. 

In evaluating those portions of the book that deal with structural problems 
it is, perhaps, necessary to keep in mind the space limitations imposed upon 
the textbook author. Nevertheless, it must be admitted that it is simply not 
possible to deal adequately with the federal tax structure in 75 pages. The at- 
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tempt to do so forces the author to dispense with the subject of exemptions 
under the personal income tax in less than half a page and the standard and 
itemized deductions in three pages. “Erosion” of the tax base is an issue that is 
simply not discussed, 

At several points Buchanan generalizes from aggregate data in a manner 
that is patently not justified by the facts. Having pointed out, for example, 
that local and state income taxes yield only 1 and 10 per cent, respectively, of 
local and state tax receipts, he concludes that “the income tax .. . is of lim- 
ited productivity as a revenue source at the state-local level” (p. 483). 
The fact is, however, that several major cities now derive as much or more 
revenue from income than from property taxes and state income taxes are very 
important sources of revenue for those states that choose to exploit them. 
Thus in 1959 Delaware, Massachusetts, New York, Oregon, and Wisconsin 
all realized one-third or more of their total tax receipts from the individual 
income tax alone.’ All of this appears to be a part of the more general set of 
arguments within which Buchanan develops policy conc! sions that favor 
state reliance upon sales rather than income taxation. With respect to the al- 
leged regressivity of the former, it is concluded that “It is best to eliminate all 
reference to the advantages or disadvantages of individual taxes on the 
grounds of regressivity or progressiveness” (p. 434). 

The Public Finances is not, in my judgment, a “textbook” in the usual 
sense. It certainly cannot or should not be used in any course without very 
substantial supplementation designed to fill its institutional, descriptive, and 
historical gaps, and to present to the student alternative points of view on 
issues in theory and policy. It is, on the other hand, highly provocative and 
exceedingly readable. Those who do not use it as a text for their courses will 
want to ask their students to read substantial portions of it. Those who do 
select it for text purposes should find their students rising frequently to Bu- 
chanan’s bait. His system of thought produces a sequence of policy conclu- 
sions or implications that will endear him to the “conservative” and challenge 
the “liberal.” 

Harvey E. Brazer 

The University of Michigan 


International Economics 


Flexible Exchange Rates—Theory and Controversy. By Econ SoumMen. 
Chicago: University of Chicago Press, 1961. Pp. xi, 173. $5.00. 

The title of this short study has been very appropriately chosen. The in- 
clusion of the word “controversy” accurately portrays its true nature and 
the spirit which animated the author in writing it. Sohmen is completely en- 
grossed in the controversy involving the question of fixed versus flexible ex- 
change rates. But he is not an impartial reporter; he is a strong believer in the 


*U.S. Department of Commerce, Bureau of the Census, Compendium of State Govern- 
ment Finances, 1959 (Washington, 1960), p. 11. 
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usefulness of flexible exchange rates and is definitely unwilling to compro- 
mise his convictions, 

Sohmen has scanned the literature with much assiduity (witness his 9 
pages of bibliography, listing books in English, French, and German) and he 
has accumulated a large variety of controversial aspects of the subject. Alas, 
he did not need to go far, inasmuch as this particular issue has always been 
and still is a notorious bone of contention among theoretical economists. 
On the other hand, this study appears a few years too late to be popular. In the 
early 1950's, when the first disenchantment with the International Mone- 
tary Fund occurred, the issue of flexibility was in high vogue. 

What are Sohmen’s claims for the desirability of flexible exchanges and 
what is his approach? Let us begin with the second part of this question. He 
quickly disposes of the “elasticity pessimism” argument in Chapter 1 and 
turns immediately to capital movements, speculation, and forward exchange 
markets (Chs, 2-4). This is followed by a discussion of income and employ- 
ment under flexible exchange rates (Ch. 5) and a description of the effects of 
devaluation (Ch, 6). The final chapter summarizes more or less the case 
against pegged exchange rates. The author also offers a few policy recom- 
mendations. His main recommendation appears to be that all countries 
should emulate the recent Canadian experience with flexibility. This means, 
in the words of the author, that the authorities should “remain almost com- 
pletely aloof from the exchange markets” (p. 136). 

Let us turn to some of the controversies and show what position Sohmen 
takes and why he considers flexibility superior to the pegging of the rates. 
For example, while discussing the alleged low elasticities of demand in Chap- 
ter 1, he disagrees with those economists who fear that low demand elastici- 
ties in the short run might make the foreign exchange markets highly un- 
stable. He points out that this view tends, first of all, to neglect both arbi- 
tration and speculation in foreign exchange and, second, to imply that only an 
unstable equilibrium might exist. This leads him to the theoretical discus- 
sion of the problem of a stable equilibrium and his recent controversy on this 
particular issue with Bhagwati and Johnson. Sohmen’s position is that, in 
the real world, at least one exchange rate that guarantees a statically stable 
equilibrium in the foreign exchange market must exist at every instance 
(p.7). 

Sohmen stresses that neither theory nor practice supports the view advanced 
by the opponents of flexible exchange rates that capital transfers are erratic 
when exchange rates are not pegged. He disagrees with the thesis advanced by 
Laursen and Metzler and others that flexible rates necessarily require tight 
controls on capital movements and prohibition of speculation, on the ground 
that speculative activity does accentuate the instability of the rates if they 
are not pegged. In his view “complete freedom of capital movements is a 
conditio sine qua non for the success of a system of freely fluctuating ex- 
change rates” (p. 24), and he cites Nurkse, Friedman, Meade, and others in 
support of his argument that speculation has more often been stabilizing than 
destabilizing (p. 52). According to him, speculative activity is bound to ag- 
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gravate the disequilibrium whenever the pegged rate is even slightly out of 
line; but the same, he maintains, would not happen under flexible exchanges 
(p. 118). He uses the Canadian dollar as a case demonstrating the validity of 
this argument, by indicating that the maximum amplitude of fluctuation of 
that currency has, since 1952, never been above 5 per cent. 

One should perhaps point out in this connection that the author considers 
the gold standard as “the perfect example for the effectiveness of stabilizing 
speculation,” and one must admit that Sohmen is entitled to his opinion if 
he wishes to consider the market rate under the gold standard as “freely 
fluctuating between the gold point limits” (p. 63). Despite this view, Sohmen 
does not seem to like the gold standard. While agreeing with Keynes (A 
Treatise on Money) that the widening of the limits between the gold points 
was highly desirable, the author argues against the rigidity of these limits. Un- 
der fluctuating exchanges, he underscores, ‘rigid boundaries for exchange rate 
movements exist neither for the spot nor for the forward rate” (p, 79). 

One of the most controversial issues involving flexible exchange rates is 
whether or not they contribute to inflation. Sohmen clashes head on with 
Harrod, holding that there is no basis for fears that devaluation of the cur- 
rencies of countries taking the step to universal flexible exchange rates will 
cause inflation. He strongly disagrees with those economists who maintain 
that “direct controls are often the only realistic choice because devaluation is 
an inflationary factor that would defeat its own purpose before too long” 
(p. 109), And, there is unquestionably much validity in his counterargu- 
ment that it is the tightening of import controls as a substitute for devalua- 
tion that, leading to a serious misallocation of resources, aggravates an exist- 
ing inflation. 

These are a few selections from a larger list of controversies which are dis- 
cussed in this study. Throughout, Sohmen has written a strong defense of 
his arguments. His main adversaries are, by his own admission, the neo- 
Keynesians, the enemies of free trade, and all those who seem to favor the “ad- 
justable peg” so much identified nowadays with the operations of the IMF. 
Since Sohmen writes with such intensity, readers are likely to agree or disagree 
with equal intensity, especially where policy questions are involved. State- 
ments such as the following: “The disturbances caused by the discrete 
changes characteristic of the ‘adjustable peg’ are considerably more serious 
than those provoked by the smooth, day-to-day fluctuations in a system of 
fluctuating rates” (p, 119) fall into this category. 

While this is not a book one would take for leisurely reading in the garden, 
the analytical material should not cause too much difficulty, even for those 
who are not completely au courant with current theory of international trade. 
This study should be particularly useful to graduate students concentrat- 
ing in the fields of international trade and finance, but others will find here 
many interesting ideas and comments on this highly debatable topic. 

STEPHEN SPIEGELGLAS 

Boston University 
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British Monetary Policy and the Balance of Payments, 1951-1957. By 
Perer B. Kenen. Cambridge: Harvard University Press, 1960. Pp. xiv, 
325. $7.50. 


Kenen’s study, originally a Ph.D. dissertation at Harvard University, is 
both an account of Britain’s monetary history between 1951 and 1957 and an 
analysis of the effectiveness of monetary policy in rectifying a balance-of- 
payments disequilibrium. Because of its thoroughness and assiduousness to 
detail, this essay can be recommended to students of monetary policy as well 
as to nonspecialists wishing an introduction to the issues behind the “great 
debate” which continues to rage in Britain concerning the need for monetary — 
and banking reform. 

My major reservation relates to Kenen’s analysis of the impact of monetary 
policy on Britain’s balance of payments and particularly to his conclusion 
that events during the period examined demonstrate the ineffectualness of 
monetary policy. In what follows, I shall adopt Kenen’s procedure of dis- 
cussing separately the direct and indirect effects of monetary policy. 

Although Kenen notes several direct effects, the main part of his analysis 
is devoted to an examination of the effectiveness of differential interest rates 
in attracting short-term funds from abroad. The burden of his argument is that 
interest arbitrage had little effect on Britain’s dollar reserves. In support of 
this hypothesis, Kenen presents the by now classical description of interest ar- 
bitrage operations. Since interest arbitrageurs cover their operations by selling 
forward sterling at the time they purchase spot sterling, there is a tendency 
for forward sterling to fall to a discount thus eliminating the incentive for fur- 
ther short-term flows in response to interest-rate differentials. An examination 
of spot and forward sterling rates between 1953 and 1955 when funds flowed 
to London reveals, however, that the discount on forward sterling did not off- 
set the interest rate differential. Kenen concludes that the inflow of funds dur- 
ing this period must be attributed to speculative rather than to arbitrage 
operations and that “on balance . . . interest rate changes do not greatly 
strengthen the gold and dollar reserves by attracting dollar balances to Lon- 
don” (p. 148). 

This conclusion is clearly unwarranted. Quite aside from Spraos’ observa- 
tion that effects commonly attributed to speculation are in fact the result of 
arbitrage operations,’ the only valid conclusion one can draw from this experi- 
ence is that some portion of the inflow of funds to London may have been 
due to speculation. Kenen’s analysis cannot, in the nature of the case, refute 
Reading’s findings that a substantial inflow of funds occurred during this 
period in response to interest-rate differentials.? Moreover, in view of Einzig’s 
recent investigations which led him to conclude that in the postwar period 
short-term flows occurred in response to margins considerably lower than the 
.5 per cent which was deemed necessary in the interwar period, it is inconceiv- 


"J. Spraos, “Speculation, Arbitrage and Sterling,” Econ. Jour., Mar. 1959, 69, 1-21. 
*B. Reading, “The Forward Pound, 1951-1959," Econ. Jour., June 1960, 70, 304-19, 


*P. Einzig, “Some Recent Changes in Forward Exchange Practices,” Econ. Jour., Sept. 
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able that a significant differential in interest rates, such as existed between 
1953 and 1955, could fail to attract short-term capital. 

Turning to the indirect effects of monetary policy Kenen concludes, on 
the basis of an analysis of the composition of demand, that the restrictive 
policy of the post-1951 period had little impact. The basis for this conclusion 
is that the level of capital formation—the component of expenditure allegedly 
most responsive to a restrictive monetary policy—seems hardly to have 
been affected by the tight money policy. The diversion of resources from the 
domestic market to exports which did in fact occur during this period is attrib- 
uted to the decline in consumption expenditures which resulted from the 
increase in purchase taxes and the regulation of instalment credit. I remain 
unconvinced. Kenen completely ignores the possibility that the nonmone- 
tary restraints on consumption might have relieved the pressure on resources 
sufficiently to permit the level of capital formation to be maintained. The 
crucial question, in other words, is whether a restrictive monetary policy would. 
have had adverse effects on the level of capital formation had alternative 
policies aimed at reducing consumption expenditures not been simultane- 
ously introduced. I fully agree with Kenen, however, that the restrictive mone- 
tary policy would have been more potent—and possibly more injurious to 
Britain’s welfare—had it affected the availability as well as the cost of loanable 
funds, 

Despite my reservations, | must emphasize that this is a book well worth 
studying. Among its many virtues, it is extraordinarily well written. 

ELLIot ZUPNICK 

The City College of New York 


Local Impact of Foreign Trade, a Study in Methods of Local Economic Ac- 
counting. A Special Project Committee Statement and a Staff Report by 
WERNER Hocuwatp, Herpert StrRinER and SIDNEY SONENBLUM. 
Washington: National Planning Association, 1960. Pp. xviii, 213. 
$7.00; five mimeographed technical supplements available to purchasers 
at $1.50 a set. 

Earlier studies indicate that indirect foreign trade effects of which the com- 
munity is unaware may be more important than the direct effects. Where the 
impact of import competition is concentrated, while production for export or 
dependence on complementary imports is widely diffused, a local community 
is likely to be more aware of the dangers than of the benefits of foreign trade. 
Previous studies have attempted to draw a more balanced picture. Their 
trouble has been that the method employed could show only some of the in- 
direct effects. Earlier attempts to deal with the local impact have either (a) 
allocated imports and exports to regions on a basis of their industrial structure, 
or (b) inquired of local firms as to their dependence on export markets and 
the effect of competitive imports on local production. 

Drawing heavily on previous studies, the present work employs the frame- 
work of local accounts to carry the investigation further. Pilot studies present 
essentially a two-region model, showing interindustry transactions within 
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a local community, and between the community and the rest of the world. 
The three local studies are not entirely comparable, but vary as to the amount 
of sector detail and the degree to which primary local data were used. In each 
case, distribution channels were by-passed on the ground that the trade 
sector of one community is much like that of another. 

The most comprehensive table is for Kalamazoo, a diversified inland com- 
munity of medium size. Considerable detail is also provided for Mobile, Ala- 
bama, a seaport with obvious foreign trade interest. In the case of Glovers- 
ville, New York, which is essentially a one-industry town, interindustry re- 
lations seemed less significant. 

The local accounts survey data of the present study provide input coeffi- 
cients for 1954 (or 1951), which differ widely from those of the national in- 
terindustry accounts of 1947, While part of the discrepancy is clearly ex- 
plained by the lapse of time, and part is doubtless due to the difference of 
product-mix between local and national industries, it is impossible to deter- 
mine how much of the disparity is real—that is, a result of different resource 
endowments, managment controls and “import” costs. 

Almost 4 per cent of Kalamazoo’s local net income can be attributed to 
foreign trade, although less than 1 per cent of its total production was ex- 
ported directly to foreign countries. The less apparent effects include (1) in- 
direct exports (via national industries) which were almost equal to direct ex- 
ports, and (2) complementary effects, that is, local goods and services sold for 
use in producing direct and indirect exports. 

Kalamazoo’s direct and indirect expenditures for imports are an offset to 
income derived from exports. Although 60 per cent of household incomes were 
spent outside the community, less than 1 per cent were for goods imported 
directly by local dealers. Doubtless a considerably larger percentage, including 
materials embodied in finished products, was imported indirectly. In respect 
of business supplies, 5 per cent were imported directly from abroad, while 
1-3 per cent originated abroad and were imported indirectly by Kala- 
mazoo, 

Mobile’s exports accounted for 12 per cent of net income in 1951, Direct 
exports (60 per cent of which were port services) accounted for 3 per cent of 
local gross output. In addition, a port community earns income from servicing 
the trade of outsiders. As a source of net household income, this indirect ex- 
port was almost twice as important as all other indirect exports of Mobile busi- 
ness firms. 

In Mobile about 2 per cent of outside business supplies represent direct 
imports from abroad, and an additional 1-2 per cent were indirectly of foreign 
origin, Although there is no reason why a local community’s foreign trade 
should balance, it is essential that some U.S. communities should import in 
order for Mobile to derive 12 per cent of its income from exports. Kalamazoo’s 
relatively larger dependence on imports is due to the pulp supplied by Canada 
for its paper mills. 

The Gloversville reports show why it was not possible to measure precisely 
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the injury from competitive imports. Actual injury depends on the response to 
competition, and imports are only one of many determinates of changes in 
local production. While a complete embargo on the nation’s imports of leather 
gloves might, conceivably, increase local production by as much as 15 per 
cent, this assumes that Gloversville products would completely replace im- 
ports. Where the benefits of lower costs are spread widely over the national 
market, local surveys can do little to measure these effects, which are the 
essence of the gains from trade. The effect of imports appears significant in 
local surveys only if the impact on the relative position of local industry in 
the national market is sufficiently concentrated. Thus, imports are beneficial 
to the paper industry in Kalamazoo, and to the alumina industry in Mobile, 
but harmful to Gloversville. 

The local accounts approach can measure with fair precision only three of 
five indirect foreign trade effects. These are: (1) the goods and services 
bought from other sectors of the local economy by local exporters—oth direct 
and indirect; (2) the local supplies sold to export-producing firms elsewhere 
in the nation, and (3) the goods and services bought outside the community 
which incorporate supplies of foreign origin. The two effects which elude local 
accounts analysis are (1) the dynamic impact of imports on locai costs and 
markets, and (2) the effect of changes in national income associated with 
foreign trade. 

Local accounts show explicitly how the community’s income is determined 
by combining its own resources with complementary “imports” from outside 
the region. The findings indicate that a substantial part of local income is 
derived from local transactions which are induced by sales outside the com- 
munity. In each of the three communities, the trade and service sectors were 
important direct “exporters” to the outside world, although these transac- 
tions were often regarded as determined mainly by sales of other indus- 
tries. 

That a community’s dependence on foreign trade is likely to be underesti- 
mated because of failure to appreciate the contribution of indirect exports to 
income, is amply demonstrated. Complementary imports benefit a local com- 
munity, while the substitute effect of competitive imports is regarded as an 
offset to local income from exports. Thus, the attempt to redress neglect of in- 
direct exports may load the dice in favor of foreign trade—from a national 
point of view—since one community’s competitive imports are complemen- 
tary to another’s industry. In any event, there are serious difficulties, as the 
study indicates, in balancing the gains and losses from foreign trade to a 
local community. 

Reporting a study of this sort is a formidable problem, Assumptions and 
limitations are clearly stated. The analysis and findings are presented in a 
series of rounds of increasing detail and complexity. As a result, the book 
is excessively repetitive. 

Although the initial purpose was to learn more about the local impact of 
foreign trade, the techniques developed in these studies are useful for meas- 
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uring the impact of all trade on local communities and are helpful for local 
business planning. The most valuable result of the study may well lie in the 
encouragement it gives local communities to develop accounts showing the 
relationships between local industry and national markets. 

Don D. HumMpHrey 

Fletcher School of Law and Diplomacy 

Het economische Wereldbestel. (The Economic World Order.) By F. Har- 
roc. Bussum: G.J.A. Ruys Uitgeversmaatschappij, 1960. Pp. xi, 216. 

This book is a sort of Dutch counterpart of A. J. Brown’s /ntroduction to 
the World Economy. (See this Review, March 1961.) Professor Hartog, too, 
sketches the principal features of the world economy and examines them in 
the light of economic theory. Though this exercise might lead some authors 
to suggest modifications in theory, Hartog does not. In an admirably straight- 
forward statement in the foreword, he excludes this as an objective of this 
book. 

Hartog, with ample warning that some exaggeration is involved, considers 
the nineteenth century as a period during which the world economy grew 
and developed in a primarily unregulated, spontaneous manner. During the 
twentieth century, by contrast, the world economy has been subjected to the 
conscious organizing efforts of governments. Trade and payments agree- 
ments and the formation of supranational organizations, for example, char- 
acterize these efforts. 

To acquire a proper understanding of the present world economy calls for 
a systematic survey of its principal features. For Hartog, this must include 
a statistical portrait of world trade, some explanation of why it became what 
it is, an examination of trade and payments policies including those designed 
to further economic integration, a study of some of the international economic 
problems such as convertibility, business fluctuations, the peculiar problems 
of countries producing primary commodities and, of course, economic develop- 
ment. 

In a lively, unavoidably superficial way Hartog successfully accomplishes 
his self-imposed task. He writes about a really startling number of problems. 
His range of discussion of policy matters is wide. He describes important in- 
stitutional arrangements. The principal features of the theory of international 
trade are duly examined in fairly elementary fashion. 

Had Hartog not clearly warned the reader what to expect of this book, a 
critic could justifiably have complained about its lack of depth. However, 
this is not a valid criticism of what Hartog set out to do. Under these circum- 
stances and in the absence of any “howlers” to report, what can a reviewer 
say? For the professional economist, the book is not an interesting one. Per- 
haps the intelligent layman or the advanced student seeking a brief review of 
international economics will find it useful. 

In fairness to the author, perhaps a professor-economist is not a proper 
judge of this work. This one feels like a man who is told what the qualities of 
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a good onion are, who is then given an onion and who subsequently finds 
that it fully satisfies the tests for good onions. Unfortunately, the man does 
not like onions. 


Wytze Gorter 
University of California, Los Angeles 
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Information and Investment: A Study in the Working of the Competitive 
Economy. By G. B. RicHarpson. New York and London: Oxford Uni- 
versity Press, 1960. Pp. 226. $3.40; 21s. 

Richardson is concerned with the conflict between the desirability of non- 
collusive, atomistic behavior among economic enterprises to insure the opera- 
tion of market discipline, incentives, and ‘“‘natural selection,” and the desira- 
bility of pooling information about plans and decisions to avoid the social 
costs of wasteful investment allocation and uncertainty. It is his contention 
that the theory of competitive behavior has given too little attention to a con- 
sideration of the kinds and amount of information that must be available to 
decision-makers—particularly with respect to the investment decision—in 
order that a competitive economy should approach the traditional welfare 
norm. 

Part I is essentially a critique of the theory of perfect competition along 
this line. In Part II Richardson considers at some length the ways in which in- 
formation of various kinds might be available to entrepreneurs in competi- 
tive markets, and the importance of market imperfections in facilitating ra- 
tional investment decisions. He concludes, however, that even imperfect 
competition will leave a residual information gap with considerable accom- 
panying uncertainty. Part III consequently explores the response of entre- 
preneurs to this uncertainty, and the implications for social welfare. 

The method of the book is essentially armchair reasoning, with only oc- 
casional references to empirical studies. Yet the argument has a realistic flavor, 
owing perhaps to the practical importance of the problem, as well as to the 
author’s matter-of-fact approach to economic theory. 

Readers may find the concluding section of the volume disappointing in 
the light of the earlier bold statements about the omissions of conventional 
theory. After a somewhat leisurely early pace the author rushes, in the con- 
cluding pages, to a breathless photo-finish between centralized decision-mak- 
ing and collective liability, on the one hand, and decentralization and in- 
dividual liability, on the other. The case for the latter, which had been rid- 
died throughout much of the volume, is rescued at the very end by invoking 
Mill’s famous essay “On Liberty.” But the race is a very close one: 


Without some measures of planning and co-operation, whether public 
or private, harmony between competitive or complementary investment 
decisions may not be achieved, market uncertainty may not be brought 
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within tolerable limits and the risks of investment may present too great 
a deterrent to individual firms. Without some degree of competition, on 
the other hand, it may be difficult for monopolistic exploitation to be 
checked, for the authority to allocate resources to pass to those most 
fitted to exercise it, for diversity to be preserved and for the springs of 
individual energy and initiative, on which all economic progress must 
ultimately depend, to be kept unchoked. (P. 222.) 


Consequently, the task is “to seek the best compromise”; and this leaves the 
whole question about where it has always been. 

Nevertheless, there are provocative ideas in this book. There is, for example, 
his argument in Chapter 8 that a preference for more certainty need not de- 
pend on any inherent conservative bias against risk, or on diminishing mar- 
ginal utility of income, but simply on the technical advantage of choosing when 
there is greater assurance of the outcome (or on the lower cost of providing 
for “adaptability” to meet the risk of the adverse outcomes). Ordinarily, 
the discussion of risk aversion tacitly assumes that all opportunities for re- 
ducing uncertainty have been exhausted, and that there is a choice between 
two or more alternatives with particular values and coefficients of uncertainty. 
Richardson, instead, is concerned with the costs and gains from reducing un- 
certainty through improving information, a problem which he (probably 
correctly) contends has been given far too little attention. 

Again, in the same chapter, he links liquidity preference to a desire for less 
uncertainty based on diminishing marginal efficiency of liquid resources in 
avoiding costs of miscalculation, rather than on diminishing marginal utility 
of the income so affected. 

Richardson analyzes consumer attitudes toward uncertainty in analogous 
fashion. Assuming a linear relationship between income and ‘maximum” 
utility, where the latter is defined to be that utility resulting from optimal ad- 
justment to a change in income, a preference for less uncertainty is seen to 
depend on smaller “dislocation effects” associated with the imperfect adjust- 
ments consumers will make to unexpected changes in income, or on the 
smaller provision for adaptability required to meet this risk. Thus Richardson 
is able to assume a bias against uncertainty while remaining agnostic on the 
question of the income-utility function. 

But the large questions remain. What kinds of institutional arrangements 
can secure the “best compromise” between coordination and competition? 
And in what circumstances should either be given more weight in arriving at 
a compromise? While Richardson makes no attempt to answer these ques- 
tions, his book has the merit of suggesting an analytical approach to their 
study. Is, for example, competition less important, and coordination more im- 
portant, in the context of the development process in the underdeveloped 
regions as compared to the developed regions? This volume may help us an- 
swer questions of this kind. 


Joun H. Power 
Williams College 
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Capital in Manufacturing and Mining: Its Formation and Financing. By 
DANIEL CREAMER, SERGEI P. Dosprovotsky and IsRAEL BoRENSTEIN. 
New York: Princeton University Press, for National Bureau of Economic 
Research, 1960. Pp. liv, 344. 

This is the fifth monograph in the National Bureau of Economic Research 
series on trends and prospects in capital formation and financing initiated in 
1950. In conformity with the preceding volumes the empirical sections are in- 
troduced and summarized by Simon Kuznets. However, there is a difference 
which makes this volume unique among National Bureau publications— 
certainly in this series. In Kuznets own words (p. xxvi), “this discussion 
goes beyond a summary of empirical findings. It tries to sketch out some ex- 
planatory hypotheses, and concludes with comments on the problems of using 
the findings for analyzing the prospects of capital formation and financing in 
the country.” While short-term movements receive some attention, the pri- 
mary emphasis throughout the study in on long-term or secular movements. 

In Part I, Creamer and Borenstein have integrated and up-dated to 1953 
their earlier independent studies of capital and output in manufacturing 
and mining.' The extension of the data to 1953 does not alter their main find- 
ings of a rising trend in capital-output ratios in both manufacturing and min- 
ing between 1870 and 1919 and a declining trend since that time up to 1953. 
These trends are observable not only for the two groups of industries in the 
aggregate but are equally discernible within different industrial branches 
and different subgroups of capital, i.e., fixed and working. 

In explanation of these observed trends in the capital-output ratios Kuz- 
nets suggests that there is an “industry’s life cycle of capital-output ratios”: 
that the “ratio-raising factors,” led by technological and other innovations, 
dominate in the earlier phases of a modern industry’s vigorous growth whereas 
economic incentives (ratio-depressing factors) reverse the trend as the indus- 
try reaches maturity. The implied positive correlation between an industry’s 
rate of growth and its capital-output ratio is higher for fixed capital than for 
working capital. 

Part II presents more original findings by Dobrovolsky (assisted by Martin 
Berstein) on long-term trends in capital financing. Dobrovolsky’s earlied 
work on corporate income retention? has been extended to include more cur- 
rent data and a completely new treatment of external (debt and equity) 
financing. The authors are fully cognizant of the limitations of their data 
which they make explicit in the text and in the appendix. Most of the basic 
data on financing is only available for corporations, with short-term financ- 
ing data only available for a sample of large corporations. Because of the 


* Daniel Creamer, Capital and Output Trends in Manufacturing Industries, 1880-1948, 
National Bureau of Economic Research Occas. Paper 41 (1954). 

Israel Borenstein, Capital and Output Trends in Mining Industries, National Bureau of 
Economic Research Occas. Paper 45 (1954). 

* Sergei P. Dobrovolsky, Corporate Income Retention, 1915-43, National Bureau of Eco- 
nomic Research. New York 1951. 
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dominance of the corporation in manufacturing and mining this is probably 
not too serious a limitation. 

Dobrovolsky finds that internal funds represent a much greater proportion 
of total new financing in comparison to external funds in both manufacturing 
and mining. There apparently is no clear secular variation in this ratio over the 
period of study, 1900-1953. There is systematic short-term variation, with 
external funds becoming relatively more important in periods of rapid asset 
expansion. 

Low bond yields, the deductibility of interest charges in computing income 
taxes, and certain other factors are used to explain the increasing importance 
of new bond issues relative to equity financing in the period since the second 
world war. This section also includes an informative discussion of two major 
developments in long-term financing—private placement of corporate securi- 
ties and term lending by commercial banks. 

Based on his previous life-cycle hypothesis for explaining long-term trends 
in capital-output ratios Kuznets develops simply but profoundly a model 
to explain the structure of financing as described by Dobrovolsky. The es- 


sentials of this model are summarized best in the author’s own words (p. 
xlvi): 


A difference between the average and marginal capital-output ratios, 
which means movements over time in the average, will affect the share 
of internal funds, because the marginal ratio bears directly upon the 
volume of total financing, and the average determines (given the de- 
preciation rate) the contribution of the depreciation charges to internal 
financing. Given a functional relationship between output, volume of 
total net profits, and volume of expected profit retention, the average 
and the marginal capital-output ratios will also determine the share of 
total financing that would be contributed by undistributed net profits. 


Kuznets admits that this is a partial-equilibrium model assuming a perfectly 
elastic supply of external funds to fill the gap left by internal financing. 

Even the severest critic of the National Bureau of Economic Research 
should agree that this volume, in addition to supplying carefully documented 
empirical facts, makes a significant contribution to the theory of capital for- 
mation and financing. As the contributors to this volume recognize, the em- 
pirical findings and analytical discussion only provide the raw material for an 
evaluation of future prospects of capital formation and financing in these sec- 
tors. Ultimately, these sectors must be integrated into a general model of the 
economy as a whole. It is to be hoped that the sixth and summary volume 
in this series will be another step in this direction. 


Joun M. MarrtiLa 
Wayne State University 
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Industry Studies 


The Natural Gas Industry: Monopoly and Competition in Field Markets. By 
Epwarp J. NeEUNER. Norman: University of Oklahoma Press, 1960. 
Pp. xx, 302. $5.75. 

According to its preface, the objective of this work is “to provide factual 
and analytical materials needed for a rational policy decision and to offer a 
policy judgment on the monopoly issue in natural gas production.” In pursuit 
of that objective Professor Neuner had made an exhaustive investigation of 
performance in natural gas field markets in the 1945-1953 period. 

The investigation is divided into three parts: (1) the development of data 
relating to and descriptive of the industry’s structure, price behavior and mar- 
ket practices; (2) a detailed analysis of 723 gas purchase contracts to deter- 
mine price patterns; and (3) an evaluation of the monopoly issue as it relates 
to the necessity for regulation of field prices. 

Although it has been seven years since the Supreme Court' informed a re- 
luctant Federal Power Commission that regulation of field prices charged by 
so-called “independent producers” to interstate pipelines is a part of its duty 
under the Natural Gas Act, the issue remains a lively one. Unfortunately, 
Neuner’s decision to leave largely unrevised his doctoral dissertation of 
some years ago deprives the reader of the author’s evaluation of the research 
which has been done in this field in recent years. Expert economic testimony 
relating to the workability of competition in natural gas markets has been 
presented and extensively cross-examined;* the behavior of field prices has 
been similarly subject to statistical anaylsis; and much has been written in 
this and other journals which sheds added light on this complex problem.* 
Further, the price level as well as time has marched on: whereas natural gas 
delivered in 1953 under long-term contracts signed in South Louisiana in that 
year brought 9.45 cents per Mcf, gas delivered in 1959 under those same con- 
tracts brought 18.93 cents, and gas delivered in 1959 under contracts signed 
in 1959 commanded 21.49 cents.* 

Despite this weakness—and given the massive effort which undoubtedly 
was involved in analyzing 723 gas purchase contracts, one can understand 
Neuner’s reluctance to attempt a comparable updating—this work is extremely 
valuable to two groups. First, those who have been engaged in similar studies 
have found it an extremely useful compendium. Second (and perspective 
requires the admission “more important”), this work provides a useful model 


A Phillips Petroleum Company v. State of Wisconsin et al., 347 U.S. 672 (1954). 

* See, for example, testimony of M. A. Adelman and of A. E. Kahn before the Federal 
Power Commission in its so-called Omnibus hearings (Docket G-9277 et al.), and of J. R. 
Foster In the Matter of Gulf Oil Corp., Docket G-9520, et al. 

* See J. B. Dirlam, “Natural Gas: Cost, Conservation, and Pricing,” Am. Econ. Rev., Proc., 
May 1958, 48, 491-501. : 


* Tabulation prepared for this reviewer by Jules Joskow, of National Economic Research 
Associates, Inc. 
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for economists desirous of putting the analytical tools of their trade to work 
on problems relating to regulation.This is true because of the author’s ability 
to state clearly the difference between the regulatory problem created by 
monopoly (or lack of workable competition), and that created by the eco- 
nomic rents which may accrue to owners of a natural resource if certain insti- 
tutional factors characterize a market. 
Neuner states the significance of the latter issue most clearly (p. xix): 
The significance of the scarcity return issue resides in its potential as a 
rationale for control. Even if no monopoly condition exists in natural 
gas production, a decision to seek the social appropriation of scarcity re- 
turns would justify a utility-type regulation of natural gas field prices. 
This is true since one of the effects of a cost-oriented system of utility 
regulation is to transfer scarcity returns to consumers in the form of 
lower prices. 


Because of the virtually total unavailability to him of data relating to 
volumes of uncommitted gas reserves—those not already tied up under long- 
term contracts—the author finds himself forced to turn to estimates of the 
extent of concentration of contro! over all reserves. This is unfortunate, since 
Neuner recognizes that “monopoly power can be based upon a dominance 
over uncommitted gas supplies” (p. 241). Available information, unrebutted 
by those oil companies in a position to do so, indicates that the four largest 
oil companies controlled 40-50 per cent and the eight largest 60-70 per cent of 
uncommitted reserves at the end of 1955.5 

Nevertheless, as Neuner indicates, acceptance of his conclusion (p. 245) 
that “the level of concentration in nautral gas production is not excessive by 
comparison with manufacturing industry” does not solve the economist’s 
problem of the appropriateness of price regulation. Even those most stongly 
in favor of such regulation concede that “the upsurge of price from one plateau 
to another has reflected the changing balance of demand and supply more 
than it has monopoly.’* Rather, however one decides the monopoly issue, 
one must still reach some conclusion as to both the workability of competition 
and the related problem of the possible existence of large economic rents. 

It is Neuner’s view that field markets for natural gas are characterized by 
“numerous sellers capable of providing effective supply options to buyers” 
(p. 283). But how then does he explain testimony of pipeline buyers, support- 
ing new price ceilings for gas purchases, that such ceilings were required 
because ( to cite one example) a particular block of gas “was the only large 
package of gas for sale in the Gulf Coast area at the time”?? This hardly 
sounds like a buyer casually selecting from among numerous realistically 
available options. 

Neuner, of course, recognizes that the alleged absence of structural mo- 


* Omnibus proceeding, Vol. 38-LC, pp. 4961-2 and Exhibit 57-LC, Schedule 8. 

*A. E. Kahn, “Economic Issues in Regulating the Field Price of Natural Gas,” Am. Econ. 
Rev., Proc., May 1960, 50, 508. 

* William Witmer, vice president in charge of gas purchases for Tennessee Gas Transmis- 
sion Co., Docket G-11024, pp. 46-48. 
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nopoly may be impaired by the fact that long-term contractual commitment 
of gas reserves focuses new demand—for the next 20 years—upon such re- 
serves as may be available but uncommitted. This, combined with the prob- 
lem then created by indefinite escalation clauses which transfer price 
levels in new contracts to supplies already contracted for, leads Neuner 
to recognize the probability of “a level of field prices higher than that which 
would prevail in a competitive field market” (p. 284). To avoid this he 
recommends replacement of long-term contracts with a publicly supervised, 
organized spot market for field gas. Even this, he feels, might not be sufficient 
to allow “competitive adjustment”; the costs to pipelines, distributors and 
consumers of leaving the market, i.e., abandoning their capital investments, 
are so large as to create immobilities which prevent the field price structure— 
once raised above competitive norms—from returning to competitive levels. 
Uncertainty as to the extent of the impact of such buyer immobility, however, 
leads Neuner to return to his conclusion that elimination of long-term con- 
tracts is an essential first step “if field price regulation is to be avoided” (p. 
290). That first step has, of course, never been taken; if taken, the protection 
it alone would afford immobile consumers is doubtful. Regulation of field 
prices is, for this among other reasons, undoubtedly to remain a fact of life 
in the oil and gas industry. 


IRWIN M. STELZER 
National Economic Research Associates, Inc. 


Economic Policy: Business and Government. By DONALD STEVENSON Wat- 
son. Boston: Houghton Mifflin Co., 1960. Pp. xv, 829. $7.50. 

Professor Watson sets for himself the ambitious task of writing a text 
covering all economic policy—‘“action by government with the purpose of 
affecting economic life” (p. 4). He is concerned not only with the objec- 
tives of economic policy, both intermediate and remote, but also with the 
techniques to accomplish them (pp. 4-5). He discusses monetary and fiscal 
policy, the conservation of natural resources, promotion and regulation of trans- 
portation, social insurance, public housing, maintenance of competition, and 
minimum wages. He excludes “public education, national defense, veterans’ 
services and benefits, highways, and public works projects . . . because their 
purposes are not ‘economic’ ” (p. 8). 

Watson begins with an extended discussion of the nature of policy. Basic 
to this discussion is the view that economic policy depends upon economic 
philosophy; and he distinguishes three contemporary economic philosophies: 
reform liberalism, neoliberalism, and conservatism. They differ in their em- 
phasis on the relative importance of ethical values like happiness, freedom, 
equality, and humanitarianism; of political values like majority rule, and 
state and society; of economic values like the market and the functional 
forms of income. 

But an economic philosophy is not an adopted policy. So Watson dis- 
cusses the way economic philosophies are translated into policy proposals 
and then into policy in the context of the political and legal system. He also 


708 THE AMERICAN ECONOMIC REVIEW 


discusses the nature of these policies including their means-end character and 
the instruments for accomplishing them. 

Watson then examines each of the types of economic policy with atten- 
tion to their secondary objectives and techniques. He discusses the regula- 
tion of competition and monopoly; control of business and labor organizations 
and regulation of transportation and public utilities; policies for promoting 
growth and stability, including aids to business as well as monetary and fiscal 
policy; income policies, including those concerned with the redistribution of 
income, raising low incomes, furthering social welfare, and ameliorating the 
farm problem; and foreign economic policy. 

Watson provides a comprehensive review of economic policy in limited 
space. Summarizing the extensive literature on any one of the policy topics, 
much less all of them, to meet these space limitations is a monumental task. 
He has accomplished it by restricting himself largely to a description of the 
existing policies with some attention to their historical development. Some- 
times the description is too cryptic for a satisfactory understanding of the 
policy, e.g., the rule of reason (pp. 263-64 and 268-69) and the incipiency 
doctrine (pp. 276, 287-88, 290, 293) in maintaining competition. 

His basic philosophy toward policy is best expressed by his quotation from 
the Attorney General Committee's Report, “logic has never been a predom- 
inant factor in the life of the law” (p. 180) and therefore “the individual 
bits and pieces of economic policy do not necessarily fit logically or ration- 
ally together. The bits and pieces of economic policy are not even like a 
patchwork quilt” (p. 5). His explanation of existing policies consists of show- 
ing that they are the consequence of the three contemporary philosophies. 
Occasionally he is left in the anomalous position of finding that the advo- 
cates of-each philosophy recommend similar changes in policy, but the exist- 
ing policy remains, e.g., the proposed modifications in laws of incorporation 
(p. 373) and in farm policy (p. 687). 

One important element of the book is its emphasis upon the importance 
of government in the economy; but this strong point is turned into weak- 
ness by overemphasis. I was left with the impression that households and firms 
and their interaction in markets are unessential parts of the system which per- 
forms the economic functions in our society. In his description of existing 
policy and his attempt to explain it as a reconciliation of economic philoso- 
phies he neglects, among other things, the operation of the market and the 
factors which make some people believe that it is operating so “poorly” that 
it is necessary for the government to step in and remedy the situation. 

Watson’s attempt to prove that the United States’ economic policy lacks 
logic would be much stronger if he examined individual policies in the light 
of the problems which gave rise to them and could show that they do not 
solve the problems (p. 5). Since there are multiple economic and noneconomic 
objectives of policy, as Watson correctly points out, it may not be possible 
for any particular policy to be compatible with all the objectives, and hence 
logical. One objective may be furthered only to the detriment of others, e.g., 
patent policy (pp. 308-12 and 477-80). 
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He has directed specific attention to some of the important issues in deter- 
mining economic policy and in the government’s role in promoting or imped- 
ing various economic objectives. The book, however, does not provide an un- 
derstanding of, or promote a healthy respect for, the operation of the economic 
system without the intervention of government; nor does it explain govern- 
ment intervention as an attempt to solve particular problems. Moreover, he 
does not evaluate the effectiveness of the existing policy or alternative pro- 
posals as solutions of the particular problems which gave rise to them. There 
may be more order to economic policy than Watson finds. 

BERNARD A. KEMP 

Michigan State University 


Principles of Public Utility Rates. By James C. Bonsricut. New York: Co- 
lumbia University Press, 1961. Pp. xii, 433. $10.00. 

Professor Bonbright has set a goal of combining the theoretical and prac- 
tical aspects of public utility economics in one short volume. The author 
writes in the preface, “It has been my hope to make some contribution to- 
ward bridging the wide gap which unfortunately exists in this country 
between the thinking of the academic economists and that of the actual rate 
makers and rate regulators with respect to the goals of rate-making policy.” 
As is often the case in such a gallant attempt, complete justice is not done to 
either the practical or theoretical portions of the analysis. 

The title is somewhat misleading. The author cites limited examples from 
different utility industries, but most of the analysis centers on the electric util- 
ities, with whose problems he has had a great deal of experience. Limited 
space is devoted to transportation rate-making, which, along with the frustrat- 
ing natural gas problem, has been subject to more discussion in recent years 
than any other phase of the public utility problem. 

The reader will be grateful that the author has avoided making the book an 
encyclopedia of legal analysis. Rather, it may be construed as variations on 
a main theme, set forth in Chapter 2 and developed in the following chapters: 

Reasonable public utility rates, like reasonable prices in general, are 

rates designed to perform with reasonable effectiveness multiple func- 

tions as instruments of social control. But a system of rates that could 
be designed to perform any one of these functions is unlikely also to be 
the best that could be designed to perform any of the others. Hence, to 

a substantial extent, sound rate-making policy is a policy of reasonable 

compromise among partly conflicting objectives. (P. viii.) 


Thus the author tries to treat the regulation of public utilities simply as an 
aspect of the basic economic problem allowing for imperfections. 

The book is divided into three sections, Part I sets forth the basic criteria 
of reasonable rates and the public utility concept. The author defines a public 
utility in Chapter 1 as any enterprise subject to regulation, including price 
regulation, of a type designed primarily to protect consumers in the long run. 
This definition eliminates sporadic regulation passed to protect producers of 
the product. As the author states in a footnote on page 4, “protection of con- 
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sumers against exploitation at the hands of Natural Gas companies was the 
primary aim of the Natural Gas Act.” Unfortunately, he has not included an 
analysis of this important current regulatory problem. Adequate regulation of 
gas includes dealing with the problem of economic rent in its most old- 
fashioned form—differential land productivity. 

In Part II attention is centered on the determination of a company’s entire 
rate level as measued by the standard of a reasonable return. The traditional 
problems of the criteria of a fair return, the rate base, cost or value, price-level 
changes, depreciation and replacement costs are discussed in this section. 
In Chapter 11 the author concludes with the suggestion “. . . that the real 
differences among the different jurisdictions are not based on the textbook dis- 
tinction between an actual-cost principle of rate making and a reproduction- 
cost or present-value or competitive price principle. . .. They lie rather in dif- 
ferent degrees of liberality in the rates of return that companies are allowed 
to enjoy on their actual capital investment . . .”(p. 282). In other words, the 
author feels that there is no pragmatic rule by which a given rate of return 
can be called reasonable or unreasonable. Rather, it is more often a question 
of consistently applying sound judgment in the light of all relevant cir- 
cumstances. This might be a true statement for the electric utilities, but the 
author makes no attempt to relate this conclusion to the numerous other regu- 
lated industries. Furthermore, little attention is given to the hypothesis that 
the monopoly power held by public utilities may vary individually in time 
and between different utilities; changes in the characteristics explain the 
need for the changes in rate regulation and ultimately the changes themselves. 

Part III is devoted to the rate structure and the conflicts of rate-making ob- 
jectives. This section includes chapters on the following topics: Criteria of a 
Sound Rate Structure; Marginal Costs, Short-Run and Long-Run; Fully 
Distributed Costs; Discrimination, Due and Undue; and The Philosophy of 
Marginal-Cost Pricing. The author concludes with the following opinion: 
“. . as setting a general basis of minimum public utility rates and of rate re- 
lationships, the more significant marginal or incremental costs are those of a 
relatively long-run variety, of a variety which treats even capital costs as 
variable costs. Short-run marginal costs should not be ignored. But they 
should be used with caution, and with special warning of the liability of 
rates based thereon to cancellation or revision on short notice” (p. 336), Most 
economists would agree with this last statement, and further insight is given 
to this problem, in the last chapter of the book, by the discussion of the phi- 
losophy of marginal cost pricing. This is one of the most important parts of 
the book, but unfortunately one of the shortest. 

Bonbright closes his book by raising the question about taxes imposed upon 
private electric utilities in this country and the relative freedom from taxes 
enjoyed by publicly-owned utilities. After three paragraphs, without economic 
analysis, he favors atttempts to put publicy-owned and privately-owned elec- 
tric power systems more nearly on a par with respect to taxation. The author 
wisely adds a sentence recommending a thoroughgoing study of this ques- 
tion. 
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In general, the book is well done, the inquiry scholarly, and its contribu- 
tion to the public utility literature is significant. 
Eric SCHENKER 
University of Wisconsin, Milwaukee 


Land Economies; Agricultural Economics; Economic 
Geography; Housing 


Fundamentals of Forestry Economics, By Wittiam A. Durrr, New York: 
McGraw Hill Book Co., 1960. Pp. x, 565. $9.50. 


Economic analysis is being given an increasingly significant role in the 
training of professional foresters, Forestry training in past decades appears to 
have been preoccupied with silviculture to the exclusion of economic principles 
and analysis. “Good forestry’ seems to have been defined synonymously 
with “good silviculture” and independently of economic values. With the 
introduction of price and resource allocation theory, good forestry is being re- 
interpreted as only those good silvicultural practices which pass the economic 
test. Professor Duerr’s book is a substantial contribution of economic analysis 
to this trend. 

This text is written for the student who has completed a one- or two-se- 
mester course in principles of economics and “retained the customary amount 
of it.” Emphasis is on economic principles applicable to forest management 
problems. Economic analysis is almost entirely in the area of microeconomics. 

After an introduction placing forestry in its economic context, the balance 
of the book is divided into four areas: First, production theory is outlined in 
detail. Second, demand theory is introduced under several assumed compet- 
itive models. Third, miscellaneous institutions relevant to the forest econ- 
omy are surveyed, including an extensive discussion on forest taxation with 
a valuable emphasis on the decision-making implications of alternative * < 
systems. The concluding fourth part of the book is concerned principany 
with economic and social planning from both the national and firm point of 
view. 

Forestry as an area of applied economic analysis presents some challenging 
economic problems arising from its uncommon characteristics. Duerr iden- 
tifies five distinguishing characteristics of an investment in timber production: 
First, “one cannot tell the product from the machine.” Since the tree produces 
wood, one can rarely turn out the product without also “cashing in the ma- 
chine.” Second, there is an uncommonly long period of production (50 to 
150 years). Third, Duerr holds that timber-growing produces only a modest 
rate of return on forest capital (2.4-7 per cent before taxes). The author also 
points out that timber ownership carries tax advantages making a forest invest- 
ment more attractive then the above data suggest. Fourth, the alternative cost 
of money dominates the total cost of growing timber. Fifth, an investment in 
timberland is highly mobile. Being both machine and product, the whole in- 
vestment may be liquidated by sale of the “machine” or by harvest. A sixth 
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distinetive characteristic not mentioned by Duerr is that, unlike automobiles 
and refrigerators, timber will be produced whether men will it or not, Forests 
may regenerate naturally, Capital may be withdrawn from timber production, 
but timber value may continue to be produced, though efficiency will vary 
with the ebb or flow of capital, 

Iso-curves are used competently to conceptualize the decision-making 
problem in three situations: first, rationalizing alternative input factors to ar- 
rive at a least-cost combination; second, facilitating choice among rival prod- 
ucts to arrive at a best-output combination; and third, identifying a theory 
of demand. Marginal analysis is utilized extensively to meet the one-variable 
problem, then is carried to the two-variable case where iso-curves are employed. 
The three- (or more) variable problem is defined “beyond the scope of this 
book.” Linear programming is mentioned only in passing. 

Similarly, Duerr’s application of the theory of monopolistic competition is 
thorough and creditable. While the perfect competition model is suitable for 
analysis of standard grades in the lumber market, the timber industry broadly 
conceived embraces geographical monopoly (timber ownership), monopolistic 
competition (specialty plywood products) and monopsony (some timber 
buyers, such as pulp manufacturers). 

Without the responsibility of authorship and unlimited by the hard neces- 
sity of allocating a multitude of interesting and useful ideas among scarce 
pages of a text, one can easily suggest additions to Duerr’s book. Two such 
additions would include, first, an introduction to the capital budgeting prob- 
lem from the works of Joel Dean and the Lutzes, and second, an introduction 
to programming. Knowledge of the capital budgeting process would not only 
be useful per se, but would further impress on the student of foresty that in- 
vestment in “advanced” forest management practices must be justified in 
competition with alternative uses for scarce resources. An introduction to 
programming would be increasingly useful to forest managers. As the gift of 
existing old-growth timber is harvested, a number of alternative methods of 
producing varying amounts of wood fiber present themselves. Further, given 
the output of wood fiber, an expanding number of products compete for the 
resource. More variables are being introduced requiring minimizing and maxi- 
mizing decisions within identifiable restrictions. 

The book contains a minimum of minor errors. The stated objective of 
the firm for management planning (p. 233) should reflect a discounted rate of 
return rather than “the most net revenue per unit of time.” A distinction be- 
tween business cycles and secular trend (p. 304) is untidy. There is “cause 
and effect” confusion (p. 319) in the author’s analysis of wage-price-invest- 
ment relationships. 

Duerr’s competent and effective application of economic theory to forestry 
problems not only recommends the book; it also is gratifying to the general 
economist who is reminded of the wide relevance and utility of economic 
theory. 


WaLterR J. MEAD 
University of California, Santa Barbara 
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Labor Economics 


Real Wages in Manufacturing 1890-1914, By A.nunt Rents, assisted by Don- 
ald Jacobs. Princeton; Princeton University Press, for National Bureau 
of Economic Research, 1961. Pp. xvi, 157. 

This is a superb piece of work. Following the highest traditions of such pred- 
ecessors as Mitchell and Kuznets at the National Bureau, and Paul Douglas 
at his own university, Rees has provided us with definitive figures on money 
wages earned in manufacturing as well as estimates of cost of living change 
for the period studied. His accomplishment consists in more than the estimates. 
It is to be found as well in the resourceful care with which each estimate has 
been examined, evaluated and tested before being accepted. 

Rees begins from a puzzle: why do existing series tell us that real wages 
changed hardly at all from 1890 to 1914 although an upward trend apparently 
existed both before and after? Productivity gains during the period were 
marked, and competition lively. Why were the benefits not largely distributed! 
to the wage-earner or ultimate consumer so that real wages gained? Dissatis- 
fied with the explanation that all this was prevented by the heavy influx of 
immigration, Rees concluded that the cost-of-living index might be the sta- 
tistical culprit—-particularly since the same retardation appeared in Phelps- 
Brown’s data for the United Kingdom, France and Germany. And the end of 
the story confirms his surmise: “The main source of the rise in real wages 
found in this study” is the fact that its cost-of-living index rises so much 
less than does that of Douglas. (The difference in estimates of money-wage 
trends is not substantial.) Let us consider in turn his two major series. 

His cost-of-living index is derived with the most meticulous care. For the 
food, liquor and tobacco component he adopts the Douglas series, but only 
after sharp tests of its adequacy. His rent index represents a new departure, 
based on a laborious sampling of several thousand advertisements in the 
newspapers of six cities, the city indexes then being averaged to give a U.S. 
index. Clearly these direct measures improve on Douglas’ implicit assumption 
that rents moved as did the average of other items. Rees and his associates 
compared rents at levels consistent with data from budget studies and hous- 
ing surveys. Indeed there is hardly a technical adjustment that was not either 
made or carefully considered. 

Some results are puzzling. In the recession of 1893-94, three of the five 
city indexes fall markedly—-but two do not. In the 1907-08 recession, four of 
the six fall; and in 1913-14, three of the six fall. All series show a marked sta- 
bility after about 1908. Perhaps most striking is the insensitivity of the New 
York index, which is between 98 and 100 in every year from 1908 to 1914. 
Since nearly five million immigrants flooded into the United States during 
these years, most of them through New York city, the index stability is note- 
worthy. It is not that rent indexes per se must look, stable: this index gains 
12 points in the single year 1903-04, and it falls five points from 1916 to 
1917, when war production for the Allies began raising prices everywhere. 
Was the phasing of new construction so neat as to offset the migration in- 
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flux results over so much of this period? (Greater volatility does appear in the 
series for Cincinnati and St. Louis.) It would be of interest, however, to see 
whether greater changes resulted if more than a single person were responsible 
for picking the sample of rent advertisements. 

The second advance in Rees’ study is his use of mail-order catalogs to de- 
velop a retail price series-—novel so far as such systematic and astute use 
of them is concerned. His housefurnishings series falls by 18 per cent over 
the period, while the corresponding WPI component gains 38 per cent, In 
part the difference reflects Rees’ inclusion and WPI exclusion of stoves, refrig- 
erators, sewing machines (all benefiting from marked productivity gains and, 
presumably, price declines)--and his exclusion of such stabler items as cut- 
lery, dishes, and glasses. In part, however, it reflects differences for the same 
items, as Rees demonstrates with the two common-item series he develops. Both 
are roughly consonant over the first 20 years. A sharp break then appears, with 
the NBER retail series rising only 3 per cent from 1909 to 1913, while the BLS 
series rises by 23 per cent. One item accounts for over half the weight in the 
common item series and presumably accounts for this striking difference. For 
housefurnishings the common item indices show a coarse consonancy except 
for 1899-1905 when as a result of a contrasting change in one or two years the 
NBER series falls 10 per cent and the WPI rises 12 per cent. 

Rees’ wage series properly differs startlingly in level from Douglas’. He 
worked from Census and BLS data to get daily and hourly rates whereas 
Douglas was limited to admittedly high union rates for certain industries. His 
approach is an ingenious system that begins from annual earnings data of 
the Census of Manufactures; utilizes state Bureau of Labor reports to derive 
hours worked per year and BLS reports on hours worked per day to divide into 
these annual figures; thereby derives daily and hourly earnings. Rees fails 
to utilize the 1890 Census of Manufactures weekly earnings data. These 
could have given him much toward national benchmarks at the beginning of 
his daily earnings series, and for hourly earnings as well. But his care in mak- 
ing every possible adjustment, and his evaluation of his results is so meticu- 
lous that only a few minor changes would result from using the preferred 
source. (His averages for cotton, boots and shoes are within one cent of the 
Census figure; wool, within five cents. Only for paper, where his state estimates 
are thinnest, is his figure as much as 20 per cent lower.) 

This basic study offers a reference frame against which many judgments 
about contemporary shifts in the economy can be tested. It is to be hoped 
that so admirable an accomplishment will encourage both the author and the 
National Bureau to extend their work of developing basic data. Rees’ conclud- 
ing analysis of the economic implications of his findings stays within the 
format for these studies, but is so penetrating as to suggest how much he 
could do with a fuller array of such reliable data. 

STANLEY 

Stanford University 
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Labor Commitment and Social Change in Developing Areas. Edited by Wit- 
nert E, Moore Arnowp S. New York: Social Science 
Research Council, 1960, Pp. xv, 378, $3.75. 

This volume is a collection of essays concerned with labor and industriali- 
zation in emerging economies. The treatment is both from the theoretical and 
specific, inductive viewpoints, All the papers deal with aspects of the involve- 
ment or “commitment” of people who have had little or no experience in 
industrial society in a new pattern of social activity, an important segment 
of which is industrial, market activity. 

The volume begins with a rather long essay by Feldman and Moore on the 
meaning of commitment of the labor force, the nature of the work place, of 
the market and of emerging society. ‘The final essay is also by Feldman and 
Moore and attempts to tie together the abstract, theoretical notions and gen- 
eralizations of the contributions. 

The introductory essay deals with the social processes and values which 
the authors believe are necessary in an emerging industrial society. The model 
they construct is of course conceptual, as must be the case. However, there 
seems to be the implication that the characteristics, attributes, processes, and 
values of their model are not only necessary but probably uniquely necessary 
in an emerging society. Alternaiives are not considered. This rigidity plus an 
involved style do not lend grace to the argument. 

Indeéd, Melville J. Herskovits (Ch. 8, “The Organization of Work”) takes 
the two authors to. task for confusing the process of economic development 
with the form of economic development. In Herskovits’ view, which the 
present reviewer shares, the social forms or institutions in which a particular 
process, e.g., production, takes place may be many and varied. Indeed, it is 
quite conceivable that the technological system of a factory in the U.S. 
economy is similar to the technological system of a factory in some emerging 
society, while the socio-psychological structure of the two factories are quite 
different. 

Herskovits in his chapter on “The Organization of Work,” Hoselitz in his 
chapter on “The Market Matrix,” and Kerr in his chapter on “Changing So- 
cial Structures” respectively present interesting discussions of the nature 
and role of labor in emerging industrial societies. Peter Gregory in his chap- 
ter on “The Labor Market in Puerto Rico,” Morris David Morris in his chap- 
ter “The Labor Market in India,” and Milton Singer in his chapter “Chang- 
ing Craft Traditions in India” also present excellent inductive discussions. 

On the whole, the volume is a successful one, especially since discipli- 
nary lines are disregarded by the authors. The problems discussed are for the 
most part treated as general social problems rather than as problems limited 
and defined by a single academic discipline. 

Persuasive evidence and analyses are offered by all the contributors indi- 
cating that, in one fashion or another, labor in underdeveloped societies can 
be, and in fact is, in varying ways committed to market economies and in- 
dustrial activities. The strategic factor in development is not labor, although 
it may be a factor which does not operate in response to any universal rule 
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or set of rules, The setting and behavior pattern of the labor force vary from 
situation to situation, 

The present reviewer is inclined to believe that meaningful generalizations 
might be adduced if some typological classifications were to be worked out 
for the underdeveloped societies. Both theoretical analysis and substantive 
policy would benefit greatly if the emerging societies were grouped in clusters 
with common characteristics and behavior patterns, 

Different typological classifications might be necessary for different pur- 
poses, e.g., with regard to labor adaptability, capital accumulation, market in- 
volvement, The factors in the typologies would surely include economic con- 
siderations, but would also include others. Scientific and policy generalizations 
are always complex, but developing areas require a system of classification 
which would permit limited generalizations applicable to particular groupings. 

Sipney C, Surrin 

Syracuse University 


Collective Bargaining in the Basic Steel Industry, United States Department 
of Labor. Washington: Supt. Does,, 1961. Pp. ix, 317, $1.25. 

At a time when many observers have voiced doubts about the state of the 
U.S. system of collective bargaining this report comes as a strong vote of con- 
fidence in that system, What is more this vote rests on a careful study of the 
operation of that system in the basic steel industry, which is a focal point of 
wide public concern over the implications of letting big powerful unions and 


corporations make unregulated bipartite decisions by a process that shuts down 
an entire industry at frequent intervals. 

This report, which wades into and reaches conclusions on highly controver- 
sial issues, was put out by the U. S. Department of Labor under the Eisen- 
hower administration, The then Secretary, James P. Mitchell, is to be com- 
mended for enriching the usually bland fare of departmental literature by in- 
itiating a study and report which, as he says, exemplify “the right of a free 
people to make searching and critical public inquiry through a public agency 
into matters of public concern.” Although Mitchell has made no disclaimer, 
the report is plainly not made by the Labor Department and cannot be taken 
as an expression of its views. E. R. Livernash of the Harvard Business School 
directed the project and is chief author of the report. He had the benefit of 
twelve background papers and other materials prepared by consultants, mainly 
academic, and staff in the Bureau of Labor Statistics and of interviews with 
representatives of the parties. The report manifests some of the unevenness 
of style and depth of treatment which goes with a group effort made under 
pressure. 

The report tackles questions about collective bargaining in basic steel un- 
der four main headings. Although the analysis and findings are carefully con- 
fined to the single industry, the problems considered are common to several 
large industries so that the conclusions have a wider relevance. The whole 
project having been inspired by the 1959 steel strike, the first issue dis- 
cussed is the impact of steel strikes since the second world war. In the 14- 
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year period, 1946-59, five major strikes shut this industry down for a total of 
282 days, more than three-quarters of a year, Applying various measures of 
cost and economic impact the report confirms the findings of other studies of 
so-called national emergency disputes, namely, that the impact of steel 
strikes on the economy has been seriously exaggerated. This is because the 
industry normally operates well below capacity and because both it and the 
industries it most affects practice substantial inventory accumulation. The 
report finds that even the 116-day strike in 1959 did not produce sufficient 
impact to justify the label, national emergency. One qualifying recommenda- 
tion is made: that the parties and government explore the possibility of stand- 
ing arrangements for meeting critical defense needs through partial opera- 
tion during steel strikes. 

The second subject investigated is the evolving character and quality of 
bargaining relationships. The report holds that bargaining structure, the pub- 
lic posture of the parties, their differing economic attitudes, and intervention 
by government have been mainly responsible for conflict. But it also finds 
that the parties have had notable bargaining accomplishments, have arrived 
at generally satisfactory contracts, and have enjoyed a high level of mutual 
accommodation in most areas of contract administration. It concludes that the 
much publicized work-practices issue is mainly symbolic. 

On the third subject, the economic effects of bargaining settlements in steel, 
the report concludes we they have not had a predominant influence on 
wage trends in the econdmy and have had a minimal effect on the general price 
level. An important protection for steel users, it believes, is the notably more 
competitive environment in which the parties must now come to terms. 

The fourth subject is the proper role of government in steel labor relations. 
After reviewing experience with the many modes of government intervention 
and dispute settlement |that have been used, the report concludes that the 
best long-run policy in| the interests of minimum conflict and satisfactory 
private agreement is nohintervention until a really late stage of dispute situa- 
tions and then to participate only in informal and mediatory ways. 

Strong partisans on all of the above subjects will obtain little satisfaction 
from this report. But itd conscientious effort to explore all the evidence and its 
sober statement and qualification of conclusions carry conviction. Factual 
information brought together on the main issues and material provided in 
background chapters antl appendixes on the parties, their bargaining organiza- 
tion, a profile history of negotiations since the beginning, and on steel labor 
relations abroad will prove very useful to students in the field. 

Van D. KENNEDY 

University of California, Berkeley 


Les théories modernes de l'exploitation du travail. By Pierre Maurice. Paris: 
Librairie Dalloz, 1960, Pp. 511. 


This is an ably written, interesting, and well-reasoned critical analysis of 
the theory of the exploitation of labor. The author, of the University of 
Grenoble, France, divides his essay into three parts. In the first, the ethical 
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doctrines and the socialist theories of the exploitation of the worker are 
presented and discussed. In the second, the marginal analysis of the exploi- 
tation of the labor factor is discussed. In the concluding part, Maurice pre- 
sents the elements of a new criticism and theory. 

This book is of particular significance during the current year, which marks 
the seventieth anniversary of Pope Leo XIII’s great social encyclical letter, 
Rerum Novarum (1891); and the thirtieth anniversary of the appearance of 
Pope Pius XI’s important contribution to secio-economic thought through 
Quadragesimo Anno (1931). 

To be able to judge the whole question of the exploitation of labor, one must 
remember the basic nature of the labor contract. It is not a contract of sale, or 
a contract of rent. It is something quite different from these, a contractus sui 
generis, The subject of this contract is the free man who promises to use his 
ability to work in the employ of somebody else, for which he expects to re- 
ceive a wage corresponding to the value of his services from the other con- 
tracting party, the employer. 

In employment relations, however, there is no exchange of goods for money. 
This is a situation where man faces man. The rendering of service has a 
human, personal character. The entrepreneur must recognize this fact and 
cannot calculate the just amount of pay without taking into account human 
labor’s natural destiny and capacity to provide every worker with a living 
befitting human dignity. The general principle of equivalence which rules the 
whole system of exchange must, of course, apply. Hence two principles, that of 
equivalence between the wages received and the work rendered, and that of 
satisfying human needs, are the most important factors in determining the 
living wage. 

Human labor has not only the natural destiny to earn a living for the 
worker, but also the natural capacity to do so under normal moral and eco- 
nomic conditions. Since labor is an exercise of human power which has as its 
natural purpose to support an average family, the average able-bodied 
worker is entitled to a living wage adequate for his family’s maintenance. 
This living wage is the lowest limit of the just wage which is due the worker 
not only in social or distributive justice, but also in the strictest or commuta- 
tive justice. The principle of wage determination is to consider subsistence 
in accordance with performance. 

The average able-bodied adult male worker is entitled to a wage adequate 
for his family’s support provided that the employer has the ability to pay 
such a wage, and that such a wage is in accord with the common good. An em- 
ployer whose business is unsuccessful because of his incompetence, lack of 
knowledge, lack of energy, etc., is still under obligation to pay this living 
wage, his mismanagement being his own fault. A just amount of pay, ad- 
justed to the public economic good, will help the workers to advance to 
the state of possessing some property, a condition which conforms not 
only with the satisfaction of the common good, but also with the Popes’ 
teachings on the redemption of the nonowning classes. 

Today, in the face of the threat of world communism, one cannot but be 
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alarmed at how little attention is being given to the concept of social justice, 
as outlined in the teaching of the social encyclicals. For one must agree with 
Boyer who observes: “If there had been, as the Papal Encyclicals urged, the 
slightest attempt to satisfy the legitimate aspirations of the working classes 
aspirations which, be it noted, Communism cannot satisfy but which it exploits 
to the full for propaganda purposes—there would be no Communism today.” 

The worker remains a human being, an individual even if he is working for 
somebody else. The personal, human character of labor must be fully recog- 
nized, As a human being, as an individual, the worker is not a mere means of 
production. On the contrary, labor is, for the laborer, the natural, God-given 
means to realize his worldly, outward well-being. The purpose and goal of 
employment, therefore, should be not only the production of material goods, 
the gain of national wealth, the enrichment of the employer, but also and 
especially the attainment of the workingman’s own goal in life. 


Grosscu MID 
Duquesne University 


Population; Welfare Programs; Consumer Economics 


Demographic and Economic Change in Developed Countries—A Conference 
of the Universities--National Bureau Committee for Economic Research. 
A report of the National Bureau of Economic Research, New York. 
Princeton: Princeton University Press, 1960. Pp. xi, 536. $12.00. 


The book consists of sixteen papers and comments by economists and de- 
mographers. The hoped-for external economies through cross-fertilization 
were, in the main, unrealized; i.e., in general, economists confined their com- 
ments to papers by economists. The same was true of demographers. 

The work is divided into two parts. Part I, “The Analysis of Population 
Change,” is largely, but not exclusively, descriptive, viz., international data 
on recent fertility trends; differential fertility in European countries and 
the United States; the influence of the business cycle on marriage and fer- 
tility. The conclusions that emerge are not new, viz., (1) “populations in all 
countries . . . appear to be reproducing themselves” (H. Gille, p. 34); (2) 
no clear relation exists between fertility and such variables as income, educa- 
tion, rural or urban residence; and (3) “deviations from trend of fertility 
rates seem to move in the same direction as the trend deviations of economic 
indicators . . . [however] economic fluctuations in themselves should not 
be regarded as primary causes of fertility trends, but as important conditioning 
influences” (D. Kirk, p. 254). 

Part I also summarizes “Some Recent Developments in American Fertility 
Research” (D. Goldberg). A taste of the methodology employed can be 
gained from the following: The Indianapolis Study “did not yield any strong 
relationships between psychological variables—such as feelings of personal 
inadequacy, ego-centered interest in children, or felt restriction of personal 
freedom—and fertility” (p. 138). Further psychologizing in the field of social 
science attempts to establish the relation between wife (husband) dominance 
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and fertility patterns. Also, an attempt was made to discover the public’s view 
of the ideal-size family. That the public's view of an ideal family-size changes 
with the tide of economic fortunes does not appear to have been appreciated 
by the investigators, 

Concerning fertility dynamics, G. Becker contends “that the theory of de- 
mand for consumer durable goods is a useful framework in analyzing the de- 
mand for children” (p. 211). The determinants of fertility are “income, 
child costs, knowledge, uncertainty, and tastes” (p. 231). In analyzing child 
costs, it is necessary to distinguish between changes in the cost of a child of 
a given quality (a genuine price change) and changes in expenditures on 
children associated with changes in the quality of child demanded. Becker 
labors this point unnecessarily but concludes “that there was a secular rise in 
the cost of children which |coupled with the dissemination of contraceptive 
knowledge] also contributed to the secular decline in fertility” (p. 225). 
Conversely, “An increase in income and a decline in price would increase the 
demand for children although it is necessary to distinguish between the quan- 
tity and quality of children demanded.” The reviewer must agree inasmuch 
as he has argued substantially the same thesis.' However, Becker’s treatment 
of children as consumer durable goods is unrealistic. In the words of J. S. Due- 
senberry, ‘Becker assumes any couple considers itself free to choose any com- 
bination it wishes of numbers of children and expenditures per child (prices 
of particular goods and services being given)” (p. 233). 

Part II deals with “The Economic Effects of Population Change.” Typi- 
cally, the title reflects the current, and I believe regrettable, tendency of econ- 
omists to treat population change exogenously. Among the topics considered 
are the effects of population changes on demand for food (J. A. Crockett) 
and for services (R. Ferber). More generally, A. J. Coale attempts to de- 
termine the effects on total demand for goods and services consequent upon 
population growth. Rapid population growth changes the age composition of 
society. The number of economic dependents is increased, i.e., persons under 
17 and over 70. Ceteris paribus, this induces an upward shift in the consump- 
tion function, The increased value of the multiplier might raise national in- 
come by “some 2 or 3 per cent” (p. 354). 

S. Kuznets questions the dreary prognosis of the Malthusians, at least for 
industrialized countries (pp. 324ff.). But, alas, only for industrialized coun- 
tries! Like F. Engels, T. Veblen, A. Marshall and J. M. Clark before him, 
Kuznets emphasizes “the increasing stock of tested, useful knowledge,” 
which he associates with population growth. Given the economists’ biased 
tool of diminishing returns, Kuznets’ remarks are relevant. We need to be re- 
minded of the actual course of economic progress during the past 250 years. 
Similarly, H. J. Barnett spells out in detail five conditions requisite for the 
fulfillment of the Malthusian bogey. Barnett rightfully points out that 
the Malthusian version of the “law” of diminishing returns involves a social 
production function; whereas, “The true ‘law’ of economics, is the static law 
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of variable proportions. .. . This states, for the production of individual com- 
modities, under invariant socio-technical conditions, that after some point 
additions of a single factor will yield diminishing marginal returns.”’ However, 
Barnett then concludes, ‘Formulated rigorously, this is a provable proposition; 
it is a law” (pp. 439-40). But is it a law? Long ago Joan Robinson pointed 
out that the so-called law of diminishing returns is but a tautology since 
imperfect substitutability is the criterion used to differentiate factors of 
production (The Economics of Imperfect Competition, pp. 330-31). Barnett’s 
paper also includes an interesting and critical discussion of the conservation 
movement in the United States. 

Useful historical data on “Population Change and the Supply of Labor” 
are given by S. Lebergott (pp. 377ff.). However, Lebergott’s thesis that the 
labor-force size is almost independent of population is legitimately challenged 
by J. Durand because participation rates (percentages of different sex-age 
groups of the population in the labor force) change but slowly (p. 419). 

Space limitations preclude reference to all the papers. Those mentioned re- 
flect the reviewer's preoccupation. In general, I believe the book will be 
useful for population seminars. I do not believe that the demographers’ psy- 
chological bias will permit students to grapple successfully with demographic 
problems. I hope that the book will induce economists to reconsider the clas- 
sical model and once again treat population (labor supply) as a dependent 
variable. An economic approach could eliminate otiose studies of differential 
fertility oriented to socio-economic status and other imprecise concepts, e.g., 


inferiority feelings, wife-husband dominance, etc. More positively, econo- 
mists could develop data on historical changes in the quantity and quality of 
labor demanded. Further, the long-run stability of the consumption function 
obviously can be related to the secular rise in the cost of labor-power. 

H, Coontz 


University of Utah 


Full Employment, Inflation, and Common Stock. By MEtviIn L. GreeNnnut. 
Washington, D.C.: Public Affairs Press, 1961. Pp. vi, 87. $3.25. 

This 84-page study might have been titled Personal Finance for it is an 
effort to summarize conventional aggregate employment theory and to utilize 
this theoretical framework as a basis for a program of preferred use of individ- 
ual savings. 

The theoretical portion, which includes the first 22 pages, stresses the re- 
lationship of planned investment to planned saving plus the impact of a 
multiplier. This analysis is logically, geometrically, and algebraically straight- 
forward, as it should be in a book aimed at the general reader. The general 
reader could be pardoned if he accepted the relationships utilized as gener- 
alizations of real world conditions, for neither here nor in later sections is ref- 
erence made to the many studies which fail to substantiate basic assump- 
tions of conventional aggregate employment theory. 

The second part, which the author considers most important, is labeled 
“Business Fluctuations.” In 24 pages the author considers factors affecting 
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investment and saving, the depression of the ’thirties, the inflation of the 
‘forties and the ‘fifties, and feasible government policies related to economic 
growth. The range of topics is wide as is appropriate to the stated purpose. 
However, in this type of analysis it does not seem appropriate to include a 
detail such as insurance and transportation cost of shipping gold to Great 
Britain. This section is uneven and makes very little use of statistics in de- 
veloping the analysis. 

Part III, titled “Forecasting and Investing,” is primarily concerned with 
expectations of continued inflation, “occasional recessions,” and how 
these expectations should affect a personal investment program. The basic 
recornmendation is to purchase common stock with savings. This recom- 
mendation is supported by the two basic expectations, and in addition by 
some analyses which indicate bond prices do not adequately discount the 
expected fall in the purchasing power of the monetary unit. 

While reading this brief book I continually thought about the weakness of 
the relationship between economic theory and policy that is demonstrated 
again by the author’s efforts in this direction. I doubt that the effort is worth 
while in a brief discussion for it is practically impossible to avoid giving the 
impression that the theory is a generalization of the real world—an achieve- 
ment not likely to be helpful. 

Ricwarp W. LinpHOLM 


University of Oregon 
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Techno-economic survey of Manipur—economic report. Imphal: Manipur Admin. for Nat. 
Council of Applied Econ. Research, 1961. Pp. xi, 128. Rs 15. 


L’U.R.S.S. et les pays de L’Est. Strasbourg, Centre de Recherches sur L’U.R.S.S. et les 
Pays de l'Est. Revue des Revues no. 2-3, Dec., 1960. Paris: 1960, Pp. 286. 
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Acxorr, R. L., ed. Progress in operations research. Pub. in op. research, no. 5. New York: 
Wiley for Operations Research Society of America, 1961. Pp. 505. 
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rept. no. 57. Washington: Dept. of Commerce, Bur. of the Census, 1961. Pp. 40. 

Funck, R. Verkehr und volkswirtschaftliche Gesamtrechnung. Forschungen Inst. f. Verkehrs- 
wissenschaft, Univ. Miinster no. 14. Géttingen: Vandenhoeck & Ruprecht, 1961. Pp. 59. 
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Hanson, K. O. anv Brass, G. J. Managerial statistics. 2nd ed. Englewood Cliffs, N.J.: 
Prentice-Hall, 1961. Pp. viii, 342. $6.95. 
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Attas, M. S. anv oTHERS, ed. Politicheskaya economia socialisma. (Political economy of 


socialism—textbook for economics departments and faculties.) Moscow: Univ. Pub. 
House, 1960. Pp. 782. 
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Contributions by: A Nove, H. Chambre, T. Khatchaturov, M. Usyk and N. Karotamm. 


Business Fluctuations 


Bratt, E. C. Business cycles and forecasting. 5th ed. Homewood, Ill.: Irwin, 1961. Pp. 
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Cuampers, E. J. Economic fluctuations and forecasting. Englewood Cliffs, N.J.: Prentice- 
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Report of the Joint Economic Committee on the January 1961 Economic Report of the 


President with minority and other views, 87th Cong., 1st sess. Washington: Supt. Docs., 
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Money, Credit and Banking; Monetary Policy; 
Consumer Finance; Mortgage Credit 
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1960. Pp. xvi, 223. 25s. 
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Sen, S. N. Central banking in undeveloped money markets. 3rd ed. Calcutta: Bookland, 
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Public Finance; Fiscal Policy 
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Janssen, L. H. Free trade, protection and customs union. Leiden: H. E. Stenfert Kroese, 
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Tiscuenvorr, A. Great Britain and Mexico in the era of Porfirio Diaz, Durham, N.C.: 
Duke Univ. Press, 1961. Pp. xii, 197. $5. 
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tal investments abroad in the period of imperialism.) Moscow: Pub. House of Inst. 
Internat. Rel., 1960. Pp. 791. 

Zo.toras, X. The problem of the international monetary liquidity—repost to the Inter- 
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and 17th sess. New York: Internat. Doc. Svce, Columbia Univ. Press for General Agree- 
ment on Tariffs and Trade, Geneva, 1961. Pp. 268. $3.50. 

Cooperation for progress in Latin America—a statement on national policy by the Re- 
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Com. for Econ. Develop., 1961. Pp. 56. $1. 

Etudes sur les problémes économiques de |’Europe. Colloques économiques Franco-Britan- 
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With contributions by: A. C. L. Day, A. E. Nivollet, M. Byé, R. Bailey, B. Tew, J. 
Denizet, J. Knapp, M. FG. Sgott, G. de Bernis, J. Parent and W. Hagenbuch. 
Inter-American programs for 1961—denial of 1962 budget information. Hearings before 

the Subcommittee of the House Committee on Appropriations, 87th Cong., 1st sess 

Washington: Supt. Docs., 1961. Pp. 354. 


International aspects of regional economy problems. First International Congress on Re- 


gional Economy, Sept. 1-12, 1958. Brussels: Ed. de I’Inst. de Soc. Solvay. Pp. 532. 
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International organizations in the social sciences—-a summary description of the structure 
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the soc, sei, no, 13, New York: Internat, Doc, Svce., Columbia Univ. Press, 1961, Pp, 145. 


The international position of the dollar, CED statement on nat, pol. New York: Com, for 
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Meeting foreign competition at home and abroad—-proceedings of the first 1961 Economic 
Institute February 15, 1961, Washington: Chamber of Commerce of the U.S,, 1961. 
Pp. 74, $1, 

Addresses by: G, Haberler, T. Perutz, N. T. Ness, R. E. Smiley, J. E. Spears, G. Donat 
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Organization for Economic Cooperation and Development, Hearings before the Senate 
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Small business exports and the world market—report on encouragement and expansion of 
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Intelligence and Research, 1961, Pp, 55. 
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Committee on Interstate and Foreign Commerce, 87th Cong., 1st sess, Washington; Supt. 
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deconcentration in the life insurance business. No. 3, Liquidations of insurance com- 
panies. No, 4, Rate regulation revisited. No. 5, Health insurance and social policy. Sym- 
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—-—-. Private placements and public offerings: market shares since 1935. Tech. paper 1. 
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First published in 1905 (New York: Putnam's, 2 vol.), This present reprint has a new 
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Downir, G. W., Furver, D, R, ano Carxins, F. J, Investments. 3rd ed. New York: Wiley, 
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Ronald Press, 1961. Pp, xi, 487. $12.50. 


Bierman, H., Jr., Fouraker, L, E., ano Jaeorcke, R. K. Quantitative analysis for business 
decisions. Homewood, Ill.: Irwin, 1961, Pp. xi, 358. 

Bowman, FE. H. anv Ferrer, R. B. Analysis for production management. Rev. ed. Home- 
wood, Ill.: Irwin, 1961, Pp. xiii, 562, $8.75, 

Burra, E. S. Modern production management, New York: John Wiley, 1961. Pp. x, 
636, $10.25. 

Buskirk, R. H. Principles of marketing—the management view. New York: Holt, Rine- 
hart and Winston, 1961. Pp. xxii, 647. 


CracKxo, G. K. International trade aspects of Indian burlap—an econometric study. New 
York: Bookman, 1961. Pp, 226. $10. 


Corven, W. M. A tax on advertising? Research ser. 222. London: Fabian Society, 1961. 
Pp. 40, 4s. 


Davis, K. R. Marketing management. New York: Ronald Press, 1961, Pp. xi, 24, $8. 
Instructor’s manual prepared to accompany text. 


N. Les dirigeants de l'industrie francaise. Recherches |’écon. 
francaise no, 6. Fond, Nat. Sci. Pol. Paris: A. Colin, 1961. Pp. 280. 


EnTENBERG, R. D, The changing competitive position of department stores in the United 
States by merchandise lines—a new approach to more productive retail distribution. 
Rev. ed. Pittsburgh: Univ. of Pittsburgh Press, 1961. Pp. xvi, 196. 


Frey, A. W. Advertising. 3rd ed. New York: Ronald Press, 1961. Pp. viii, 600, $7.50. 
Instructor’s manual prepared to accompany text. 


Hastincs, P. G, Fundamentals of business enterprise. Princeton: D. Van Nostrand, 1961. 
Pp. xiii, 641. $6.95. 


Haynes, W. W. ano Massie, J. L. Management—analysis, concepts and cases. Engle- 
wood Cliffs, N.J.: Prentice-Hall, 1961. Pp. xv, 526. 
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Kanrensrock, W. anv Simons, Advanced accounting—comprehensive volume, 3rd 
ed, Cincinnati; South-Western, 1961, Pp, x, 965, $7.95, 

Linprors, G. V., comp, Intercollegiate bibliography: cases in business administration— 
selected cases from vol. I, I, IIL, and TV. Boston: Intercollegiate Case Clearing House, 
for Intercollegiate Contributors and the American Assoc, of Collegiate Schools of Bus., 
1061, Pp. xii, 114, 

Lirrieton, A, C, Essays on accountancy. Urbana: Univ. of Hlinoia Press, 1961, Pp, xi, 
647, $10, 

Lywen, P. ano Vaizey, J, Guinness's brewery in the Irish economy. London: Cambridge 
Univ, Press, 1960, Pp, viii, 278. 35s. 

Martin, BE. W., Electronic data processing—an introduction, Homewood, Til: Trewin, 
1061, Pp, xili, 423, $7.95. 

Maverr, F. F. Modern marketing management—an integrated approach. New York: 
McGraw-Hill, 1961, Pp. xiii, 802, $7.95 

Mety, J. L., ed, Depreciation and replacement policy, Chicago: Quadrangle Books; 
Amsterdam: North-Holland, 1961, Pp. xii, 245, $7.50. 

Minroy, R. R., Warorn, R. EB. ano Sraweit, L. V. Accounting theory and practice- 
advanced, Cambridge: Houghton Mifflin, 1961. Pp. xi, 673, $7.95, 

Muenier, W. F. ano Garon, L, Changes in the market structure of grocery retailing. 
Madison: Univ, of Wisconsin Press, 1961, Pp. xv, 215, $6. 

Myer, J. N. Financial statement analysis—principles and technique. 3rd ed. Englewood 
Cliffs, N.J.: Prentice-Hall, 1961, Pp, xii, 276. 

Netson, O. S. anp Woops, R. S, Accounting systems and data processing. Cincinnati: 
South-Western, 1961, Pp, xii, 643, $8, 

Newman, W. H. and Summer, C, E., Jr, The process of management—concepts, be 
havior, and practice. Englewood Cliffs, N.J.: Prentice-Hall, 1961, Pp, xii, 675, $7.95. 
H. S. and Niswonorr, C. R. Accounting principles, 8th ed. Cincinnati; South 

Western, 1961, Pp. x, 786. $7. 

Revzan, D. A. Wholesaling in marketing organization, New York: John Wiley, 1961. 
Pp. xv, 656, $10.50, 

Riwmer, W. G. Marshall's of Leeds, flax-spinners 1788-1886. London: Cambridge Univ 
Press, 1960, Pp. xiii, 442, 42s. 

A, N., Marcus, S., Surermeisrer, R. A. ano Brown, G. Defense pro- 
curement and small business—-a survey of practices and opinions of small business firms 
selling to defense programs. Seattle: Univ, of Washington Press, 1961, Pp, xi, 134, $3.75. 

Suvew, J. A. Managerial and industrial economics. New York; Ronald Press, 1961. Pp. 
vii, 518. $7.50 

Watton, R. E, The impact of the professional engineering union—a study of collective 
bargaining among engineers and scientists and its significance for management. Boston: 
Div. of Research, Grad, School of Bus, Admin,, Harvard Univ., 1961. Pp. xiii, 419. $5. 

Witson, R. E. Two hundred precious metal years—a history of the Sheffield Company 
Limited 1760-1960, London: Ernest Benn, 1960, Pp. xxii, 316, 63s. 

Kobe University Business Review—11th annual report. In Japanese. Kobe: Research 
Inst. for Econ. and Bus. Admin., Kobe University, 1961, Pp, 300, 


Industrial Organization; Government and Business; Industry Studies 
Avams, W., ed. The structure of American industry—some case studies. 3rd ed. New 
York: Macmillan, 1961. Pp. vi, 603. 
Correr, C. P. Government and private enterprise. New York: Holt, Rinehart and 
Winston, 1960, Pp. 527. 
Dewntno, J. H. anp Tromas, C. J. British industry: change and development in the 
Twentieth Century. London: Hutchinson, 1961. Pp. 232. 30s. 
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Frioman, FE. Fit for men: a study of New Vork's clothing trade. Washington: Public 
Affairs Press, 1960. Pp. vii, 138. $3.25, 


Hax, H. Vertikale Preishindung in der Markenartikelindustrie. Cologne: Westdeutscher 
Verlag, 1961. Pp, ix, 210. DM 18.50. 

Lenser, B. Die Entwicklung der Stahlwirtschaft in den Vereinigten Staaten von Amerika 
und in der Sowjetunion. Kieler stud. no, 57. Kiel: Inst. f. Weltwirtechaft, Univ. Kiel, 
1961, Pp. vii, 200. DM 25. 

Porven, K. R. The poverty of historicism. London: Routledge & Kegan Paul, 1957, 
reprinted 1960. Pp, xi, 166.. 16s. 

Revrorp, EF. 5, The President and the regulatory commissions. [Washington]: 1960. Pp. 33 
Report prepared for the President’s Advisory Com. on Government Organization. This 
committee was abolished Feb. 10, 1961, by executive order. 

Reuss, C,, Koutrny, ano Tvenon, L. Le progrés économique en sidérurgie: Belgique, 
Luxembourg, Pays-Bas 1830-1955, Louvain: Nauwelaerts, 1960. Pp. 461. Bfr. 475 
Ronertson, D. ann Dennison, S. R. The control of industry. Welwyn: Nisbet; London: 

Cambridge Univ. Press, 1960. Pp. xiv, 162. 108 6d. 

Scuiesinoer, J, R. The political economy of national security. London: Stevens, 1960 
Pp. 292, 35s. 

Wittovenpy, W. R. The St. Lawrence Waterway—a study in politics and diplomacy. 
Madison: Univ. of Wisconsin Press, 1961. Pp. xiv, 381. $6. 

Antitrust and monopoly activities, 1960. Report by the Subcommittee on Antitrust and 
Monopoly of the Senate Committee on the Judiciary, 86th Cong., 2nd sess. Washington: 
Supt. Does., 1961. Pp. 78. 

Common ownership by regulated carriers. Hearing before the Surface Transportation Sub- 
committee of the Senate Committee on Interstate and Foreign Commerce, 86th Cong., 
Ist sess. Washington: Supt, Docs., 1961, Pp, 134. 

Comparative fabric production costs in the United States and four other countries, Pre- 
pared by staff of Surveys and Research Corp, for Bus, and Defense Services Admin, 
Dept of Commerce. Washington: Supt. Docs., 1961. Pp. vi, 59. 40¢. 

Inventories in the textile cycle. Washington: Supt. Docs., 1961. Pp. viii, 67. 45¢. 

Leisure and work clothing—trends and outlook. Washington: Supt, Docs., 1961. Pp. v, 
29. 25¢. 

National fair trade legislation—1959, Hearings before a special Senate Subcommittee on 
Fair Trade of the Committee on Interstate and Foreign Commerce, 86th Cong., 1st 
sess., June 15, 16 and July 10, 1959. Washington: Supt. Docs., 1961. Pp. 638. 

Problems of the domestic textile industry. Hearings before the Special Subcommittee to 
Study the Textile Industry of the Senate Committee on Interstate and Foreign Com- 
merce, 87th Cong., Ist sess., Feb. 6 and 7, 1961. Supplementary report. Washington: 
Supt. Docs., 1961. Pp. 577; 22. 

Statistics of manufacturing industries—fabricated metal products: I. New York: Nat. 
Indus, Conf, Board, 1961. Pp. 43. $2.50 Associates, $12.50 non-Associates 

The U. S. industrial outlook for 1961—91 selected industries. Bus. and Defense Svce 
Admin. pub. Washington: Supt. Docs., 1961. Pp. 262. 


Land Economics; Agricultural Economics; Economic Geography; Housing 


Bettersy, J. R. ano Muyumoar, N. A. Agricultural economic theory and the Indian 
economy. Bombay: Vora, 1961. Pp. 158. 17s 6d. 

Bow ty, M. Innovations in building materials—an economic study. London: Duckworth, 
1960, Pp. 446. 70s. 

Estatt, R. C. ano Bucuanan, R. O. Industrial activity and economic geography—a study 
of the forces behind the geographical location of productive activity in manufacturing 
industry. London: Hutchinson Univ. Library, 1961. Pp. 232. 128 6d. 


Frores, E. Tratado de economia agricola. Mexico: Fondo de Cultura Econ., 1961. Pp. 442. 
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Gurnee, J, A. ann Armstrrone, G. R. Western forest industry-—-an economic outlook. 
Baltimore: Johns Hopkins Press for Resources for the Future, 1961. Pp. xxvi, 324. 
$6.50, 

Heavy, EB. O. ano Ditton, J. L. Agricultural production functions. Ames: Iowa State 
Univ. Press, 1961, Pp. viii, 667. $6.95, 

Hiensmira, R. M,, Jr. ed. Case studies in world geography: oceupance and economy 
types. Englewood Cliffs, N.J.: Prentice-Hall, 1961, Pp, vi, 218. $3.95, 

Jawers, M. B. The joint production function of starch equivalent and protein equivalent 
in feeding dairy cows, Aberystwyth: Univ. College of Wales, Dept. of Agric. Econ., 
1961, Pp, 121, 10s. 

Livpinsxy, BE. BE, Das Problem des niedrigen Einkommens in der Landwirtschaft der 
Vereinigten Staaten von Nordamerika. Berichte tiber Landwirtschaft spec, issue 174. 
Hamburg: Paul Parey, 1960. Pp, 99, DM 10,50. 

Mawnnino, P, A history of the national investigation into the economics of milk produc 
tion 1934-1951, Oxford: Agric. Econ, Research Inst,, Univ, of Oxford, 1960, Pp, 83 
12s 6d, 

Marnata, F, Les loyers des bourgeois de Paris 1860-1958, Recherches I’écon, francaise 
no. 5, Fond, Nat. Sci. Pol. Paris: A. Colin, 1961, Pp, ix, 117. 

Rarcuirr, R. U, Real estate analysis. New York; McGraw-Hill, 1961. Pp. vii, 342, $7.50 

Ropwin, L., ed. The future metropolis. New York: George Braziller, 1961, Pp. 253. $5. 
Essays originally published in Daedalus, winter 1961, 

Suan, C. H. Conditions of economic progress of farmers—-an analysis of thirty-six case 
studies. Bombay: Indian Soc. Agric. Econ,, 1960. Rs 5, 

Smirn, M. G. ano Creistian, C, F., ed, Adjustments in agriculture—a national basebook. 
Ames: Towa State Univ. Press, 1961, Pp. xvii, 376. $3.95, 

Srivastava, R. S. Agricultural marketing in India and abroad. Bombay: Vora, 1960. 
Pp. 243. Rs 12.50. 

Winoo, L., Jr. Transportation and urban land, Washington: Resources for the Future, 
1961, Pp, viii, 132. Paper, $2. 

Economic aspects of fuel and power in British industry. Manchester: Manchester Univ. 
Press for Manchester Joint Research Council, 1960, Pp. viii, 217, 25s. 

Housing Legislation of 1961. Hearings before a subcommittee of the Senate Committee on 
Banking and Currency, 87th Cong., Ist sess., April 4-20, 1961. Washington: Supt. Docs., 
1961. Pp, 1049, 

Land Economics Institute, University of Illinois, 1958. Modern land policy-——papers. 
Urbana: Univ. of Illinois Press, 1960, Pp. 449, 


Proceedings of the Tenth International Conference of Agricultural Economists. London: 
Oxford Univ, Press, 1960. Pp, xii, 535. 42s. 
Report together with supplemental and individual views of the Senate Select Committee 


on National Water Resources, 87th Cong., 1st sess. Washington: Supt. Docs., 1961. 
Pp. 147. 


Review of federal housing programs. Appendix to Housing legislation of 1961, Senate 
Committee on Banking and Currency. Washington: Supt. Docs., 1961. Pp. 153. 


Special feed grain program for 1961, Hearing before the Senate Committee on Agriculture 
and Forestry, 87th Cong., Ist sess. Washington: Supt. Docs., 1961, Pp. 135. 


Labor Economics 


Aaron, B. Legal status of employee benefit rights under private pension plans. Homewood, 
Iil.: Richard D. Irwin for Pension Research Council, Wharton School of Finance and 
Commerce, Univ. of Pennsylvania, 1961. Pp. xiii, 130. $5. 


Anton, F. R. Government supervised strike votes. Toronto: CCH Canadian Ltd., [1961]. 
Pp. xi, 190. $9. 
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Baum, 5, The labor force of Rumania, Bur, Census, Internat. pop. stat. rept., ser. P-90, 
no. 14, Washington: Supt. Does., 1961, Pp. ii, 34, 25¢. 

Benpix, R. Max Weber—an intellectual portrait. London: Heinemann, 1960. Pp. xi, 480. 
30s, 


Butter, A. D. Labor economics and institutions. New York: Macmillan, 1961. Pp. xxi, 
595. $6.50. 


Demesey, J. R. The operation of the right-to-work laws—a comparison between what 
the state legislatures say about the meaning of the laws and how state court judges have 
applied these laws, Milwaukee, Marquette Univ. Press, 1961. Pp. 136. 

Evans, H. Governmental regulation of industrial relations—a comparative study of United 
States and British experience. Ithaca: N.Y. State School of Indus. and Lab. Rel., Cornell 
Univ., 1961. Pp. vii, 116, $2.50. 

Fooarty, M. The just wage. London: Geoffrey Chapman, 1961, Pp. 309, 30s. 

The author examines the relation between British decisions on wages and salaries and 
the doctrine of the just wage, the modern version of which has evolved “from the 
common sense of employers, employees, and governments, focused and developed by 
social theorists. . . .” 

Gatenson, W. Trade union democracy in Western Europe. Berkeley: Univ. of California 
Press, 1961. Pp. xv, 97. $2.25, 

Kotoprusetz, W. W. ano Levin, H. L. Pension plans under collective bargaining 
normal retirement, early, and disability retirement, fall 1959. Bur. Lab. Stat. pub. 
Washington: Supt. Docs., 1961, Pp. 54. 

Livi, L., Bartowt, H., Parent, J. ano Gout, A. Economie du travail. Cahiers 1S.E.A., 
no. 107 ser. AB, no, 1. Paris: Inst, Sci. Econ. Appliquée, 1960, Pp. 147. 

Pruetrs, O. W. Introduction to labor economics. 3rd ed. New York: McGraw-Hill, 1961 
Pp. xiv, 566. $7.50. 


Pitcu, M. anv Woop, V. Pension schemes, New York: Humanities Press, 1960, Pp. 222. $8. 

Rezcier, J. Union growth reconsidered—a critical analysis of recent growth theories. New 
York: Kossuth Foundation, 1961, Pp. iv, 32. 

Serviier, F. Stratégie de la lutte sociale—France 1936-1960, Paris: Ed. Ouvriéres, 1961. 
Pp. 349, NF 18.60. 

Simuer, N. J. The impact of unionism on wage-income ratios in the manufacturing sector 
of the economy. Univ. of Minnesota stud. in econ. and bus. no. 22, Minneapolis: Univ. 
of Minnesota Press, 1961. Pp. iii, 71. $1.75. 


Stiener, J. The steel industry wage structure—a study of the joint union-management 
job evaluation program in the basic steel industry. Cambridge: Harvard Univ. Press, 
1959. Pp. xxiii, 380, $8. 

Tayior, A. G. Labor and the Supreme Court. 2nd ed. Ann Arbor: Braun-Brumfield, 1961. 
Pp. ix, 205. $2.50. 

Trier, L. R. Labor problems and processes—a survey. New York: Harper, 1961. Pp. 
xviii, 510. $6. 

Werrzman, M. S. and Elias, A. The magnitude and distribution of civilian employment in 
the U.S.S.R.: 1928-1959. Bur. Census Internat. pop. rept. ser. P-95, no 58. Washington: 
Bur. Census, Dept. of Commerce, 1961. Pp. 193. 

To amend the Fair Labor Standards act. Hearings before the Special Subcommittee on 
Labor of the House Committee on Education and Labor, 87th Cong., Ist sess., Feb. 
17-24, 1961. Washington: Supt. Docs., 1961, Pp. 637. 

Amendments to the Fair Labor Standards act. Hearings before the Subcommittee on 
Labor of the Senate Committee on Labor and Public Welfare, 87th Cong., 1st sess. 
Washington: Supt. Docs., 1961. Pp, 752. 

The cost of social security 1949-1957. Geneva: Internat. Lab. Office, 1961. Pp. viii, 238. $3. 

Emergency disputes—a national labor policy problem. Memo no. 138. New York: Indus. 
Rel. Counselors, 1961. Pp. 41. $1.50. 
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Extension of Mexican farm labor program. Hearings before the Subcommittee on Equip- 
ment, Supplies, and Manpower of the House Committee on Agriculture, 87th Cong, 
ist sess. Washington: Supt, Does., 1961, Pp. 370. 

Fair labor standards amendments of 1961, Report together with minority views by the 
Senate Committee on Labor and Public Welfare, 87th Cong., Ist sess. Washington: 
Supt. Does., 1961. Pp, 111. 

A joint statement on the rise of chronic unemployment. Washington: Nat. Planning 
Assoc., 1961, Pp. 45. 

New 1961 minimum wage law with explanation—"Fair Labor Standards Act with 1961 
amendments,” Chicago: Commerce Clearing House, 1961, Pp, 128, $2, 

A survey of changes in wages and personnel practices among nurses in the Buffalo area 
1955-1960. Buffalo: Econ, Dept,, D'Youville College, 1961. Pp, 24. 

lrends in employee benefits—an analysis of relevant issues. Memo 147. New York: 
Indus. Relations Counselors, 1961, Pp, 29. $1.50, 


Population; Welfare Programs; Consumer Economics 


Acanwata, A. N. Insurance in India—-a study of insurance aspect of social security in 
India. Allahabad; Allahabad Law Journal Press, [1960], Pp. xviii, 628. 

Benson, C. S. The economics of public education. Boston: Houghton Mifflin, 1961. Pp. xx, 
580. $7. 

Donatpson, E. F. anp Prawns, J. K. Personal finance, 3rd ed. New York: Ronald Press, 
1061. Pp. vii, 717, $7.50. 

Instructor's manual prepared to accompany text. 

Greennut, M, L. Full employment, inflation and common stock, Washington: Public 
Affairs Press, 1961. Pp, vi, 87, $3.25 

Harris, S. E, More resources for education. John Dewey Soc. lectureship ser. no. 3. New 
Vork: Harper, 1960, Pp, 86. 

Hauser, P. M. Population perspectives. New Brunswick, N.J.; Rutgers Univ. Press, 
1060, Pp. 183. $3.50, 

Kann, G. Current expenditures per pupil in public school systems—urban school systems, 
1958-59. Dept. of Health, Education and Welfare circular no. 645. Washington: Supt. 
Does., 1961, Pp. v, 82. 50¢. 

Lunpstepr, S., ed. Consumer behavior in 1961-—a summary report. Ann Arbor: Foundation 
for Research on Human Behavior, 1961. Pp. 38. $1. 

M. R. ano Armencaun, A. Histoire générale de la population mondiale. Paris: 
Ed. Montchrestien, 1961, Pp. v, 597, NF 50. ; 

Somers, H. M. anv Somers, A. R. Doctors, patients, and health insurance—the organiza- 
tion and financing of medical care, Washington: Brookings Inst. 1961, Pp. xix, 576. 
$7.50 

Comparison of state unemployment insurance laws as of Jan, 1, 1960. Unemployment In- 
surance Svce. pub. Washington: Supt.. Docs., 1960. Pp. 148. 

Economic survey data—basic data available to academic researchers. Ann Arbor: Econ. 
Behavior Program, Survey Research Center, Inst. for Soc, Research, Univ. of Michigan, 
1960. Pp. 60, 

The population of Sudan—report on the sixth annual conference, Univ. of Khartoum, 
January 16 & 17, 1958. Khartoum: Philosophical Society of Sudan in conjunction with 
the Dept. of Stat., Gov. of the Repub. of Sudan, 1958. Pp. 110, 

1960 Survey of consumer finances. Ann Arbor: Survey Research Center, Inst. for 
Soc, Research, Univ. of Michigan, 1961, Pp. xxii, 310, $7.50. 


Related Disciplines 


Anverson, R. A. ano Kumrr, W. A, Business law. 6th ed. Cincinnati: South-Western, 
1961. Pp. xii, 948. 
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Benson, L. The concept of Jacksonian Democracy; New York as a test case. Princeton: 
Princeton Univ. Press, 1961, Pp. xi, 351. $6. 

Boutpine, K. E. The image—knowledge in life and society. Ann Arbor: Ann Arbor 
Paperbacks, Univ. of Michigan Press, 1961 (originally published 1956), Pp, 175. $1.65. 

Buroess, BE, W., ed. Retirement villages. Ann Arbor: Div. of Gerontology, Univ. of 
Michigan, 1961. Pp. 156. $3.50, 

Erasmus, C. J. Man takes control—cultural development and American aid, Minneapolis 
Univ. of Minnesota Press, 1961, Pp. viii, 365. $6.50. 

Erziont, A. Complex organizations—a sociological reader. New York: Holt, Rinehart 
and Winston, 1961, Pp. xiv, 497. $6.75. 

Fannicant, S. Towards a firmer basis of economic policy, Forty-first annual report-——a 
record for 1960 and plans for 1961, New York: Nat. Bur. of Econ. Research, 1961. 
Pp. ix, 85. 

Garoner, R. L. How to make money in the commodity market. Englewood Cliffs, N.J.: 
Prentice-Hall, 1961, Pp. ix, 194, $4.95, 

Gerrn, H. H. and Mitis, C. W., transl. and ed. From Max Weber: essays in sociology. 
New York: Oxford Univ. Press, 1958, Pp. xi, 490. Paper, $2.25. 

First pub, 1946, 

Haviey, G. Linear algebra. Reading, Mass.: Addison-Wesley, 1961. Pp. ix, 290. $6.75. 
The author says in his preface that the book is designed for those in fields other than 

mathematics, such as engineering, economics, and operations research. It is intended to 

be used by “those with a limited mathematical background.” 

Hunt, EF. F. ano Kartin, J. Society today and tomorrow—treadings in social science. 
New York: Macmillan, 1961, Pp. xvi, 507. Paper, $3.95. 

Jounston, E, G., ed. Preserving human values in an age of technology. Franklin Memorial 

Lectures, vol. 9. Detroit: Wayne State Univ. Press, 1961. Pp. viii, 132. $4. 

Miter, H. S. The legal foundations of American philanthropy 1776-1844, Madison: 
State Hist. Soc. of Wisconsin, 1961. Pp. xiii, 71, $3. 

Mitter, R. C., ed. Twentieth-Century pessimism and the American dream. Franklin 
Memorial Lectures, vol. 8. Detroit: Wayne State Univ. Press, 1961. Pp. ix, 104. $3.50. 
Nitanp, P. Management problems in the acquisition of special automatic equipment. 
Boston: Div. Research, Grad. School Bus. Admin., Harvard Univ., 1961. Pp. xiv, 336. $5. 
Orcutt, G. H., Greensercer, M., Korper, J. ano Riviin, A. M. Microanalysis of socio- 
economic systems: a simulation study. New York: Harper, 1961. Pp. xviii, 425. $8. 
Poiak, F. L. The image of the future—enlightening the past, orientating the present, fore- 
casting the future. Vol. 1, The promised land, source of living culture. Vol. 2, Iconoclasm 
of the images of the future, demolition of culture. European aspects, ser. A, no. 1. New 

York: Oceana: Leyden: A, W. Sythoff, 1961. Pp. 456; 376. $12.50. 
Originally published as De Toekomst is Verleden Tijd. Transl. from the Dutch by 

Elise Boulding. 

Roucek, J. S., ed. Contemporary political ideologies. New York: Philosophical Lib., 1961. 
Pp. x, 470. $10. 

Scuwartz, H. The Red Phoenix—Russia since World War II. New York: Praeger, 1961. 
Pp. xii, 427. $6. 

Tueopatp, R. The challenge of abundance. New York: C. N. Potter, 1961. Pp. xiii, 235. 
$4.50. 

Tumin, M. M. witn Feioman, A. S. Social class and social change in Puerto Rico. 
Princeton: Princeton Univ. Press, 1961. Pp. xxvi, 549, $10. 

Political and economic planning. Advisory committees in British government. London: 
Allen & Unwin, 1960. Pp. 228. , 

Treaties in force—a list of treaties and other international agreements of the United States 
in force on January 1, 1961. Compiled by the Treaty Affairs Staff, Office of the Legal 
Adviser, Dept. of State. Washington: Supt. Docs., 1961. Pp. viii, 296. $1.50. 
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General Economics; Methodology 


Arcetii, M. Crisi dell’econometrica o errata impostazione metodologica? L’industria, 1961, 
1, pp. 33-44, 


Ausrruy, J. Méthodes mathématiques et sciences de l'homme. Rev. Econ., May 1961, 
pp. 414-39, 


CLremence, R, V. The Wellesley undergraduate tutorial, Am, Econ, Rev., June 1961, 
pp. 385-87. 


Ciérica Vera, J. Principios fundamentales de la teoria de la ciencia. II. Investigacion 
Econ., 1960, 20 (4), pp. 789-834. 


Henrion, R. Les abus de puissance économique. Cahiers Econ. de Bruxelles, Jan. 1961, 
no. 9, pp. 35-55. 


Scuneiwer, E. I progressi della teoria economica nel nostro tempo. Riv. di Pol. Econ., Apr. 
1961, pp. 555-66, 


Wersskorr, W. A. The changing moral temper of economic thought. Zeitschr. f. Na- 
tionalk., 1961, 21 (1), pp. 1-20. 


Price and Allocation Theory; Income and Employment Theory; 
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Horner, F. B. The meaning of production indexes. Econ. Record. Mar. 1961, pp. 82-97. 

Jrménez Gr, J. Las tablas “Input-Output” y la tipologia estructural. De Economia, 
Jan.-Mar. 1961, pp. 123-236. 

Jorcenson, D. W. Stability of a dynamic input-output system. Rev. Econ. Stud., Feb. 
1961, pp. 105-116. 

Maxwett, A. E. Recent trends in factor analysis. Jour. Royal Stat. Soc., 1961, 124 (1), 
pp. 49-59. 

Ricossa, S. Sui requisiti di una buona contabilita economica nazionale. (With English 
summary.) Riv. Internaz. di Sci. Econ. e Com., May 1961. pp. 418-31. 

Rostro, F. Un camino directo para la obtencién de formulas de nimeros indices. El Tri- 
mestre Econ., Apr.-June 1961, pp. 217-28. 

Swan, A. W. Operational research in industry. Prod. Meas. Rev., Aug.-Nov. 1960, pp. 
13-104. 

Tuer, H. anp Goxppercer, A. S. On pure and mixed statistical estimation in economics. 
Internat. Econ. Rev., Jan. 1961, pp. 65-78. 

Size distribution of personal income, 1957-60: role of capital gains, earnings, and supple- 
mentary incomes. Surv. Curr. Bus., May 1961, pp. 11-21. 


Economic Systems; Planning and Reform; Cooperation 


BreeRMANN, R. Gosbank procedures in the case of economic difficulties of enterprises. 
Soviet Stud., Jan. 1961, pp. 273-87. 


Cuurcuwarp, L. G. Contemporary Soviet theory of the Soviet state. Soviet Stud., Apr. 
1961, pp. 404-19. 


Coste.to, D. P. Voluntarism and determinism in Bolshevist doctrine. Soviet Stud., Apr. 
1961, pp. 394-403. 


Herrer, E. S. British socialism and its problems. The Review, 1961, 3 (1), pp. 23-33. 

Huticka, K. Political and economic aspects of planning of the national economy in the 
U.S.S.R. and the Soviet bloc. So. Afr. Jour. Econ., Mar. 1961, pp. 3-34. 

Naniwapa, H. Die Grundlagen der sozialen Marktwirtschaft in der Sicht eines Japaners. 
Schmollers Jahrb. 1961, 87 (1), pp. 31-44. 

ParriL_o, F. Teoria della politica economica e pianificazione. Riv. di Pol. Econ., Apr. 1961, 
pp. 567-92. 

Rm uncer, G. V. The trade union in Soviet social insurance: historical development and 
present functions. Indus. Lab. Rel. Rev., Apr. 1961, pp. 397-418. 

Sxovoropa, K. Supply and demand for goods in a socialist society. Prob. Econ., Apr. 
1961, pp. 16-23. 

SturmMTHAL, A. The workers councils in Poland, Indus, Lab. Rel. Rev., Apr. 1961, pp. 
379-96. 

Swearer, H. R. Administration of local industry after the 1957 industrial reorganization. 
Soviet Stud., Jan. 1961, pp. 217-30. 
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Trnsercen, J. Do communist and free economies show a converging pattern? Soviet Stud., 
Apr. 1961, pp. 333-41, 


Triron, R. The economics of cooperative ventures—further comments. Jour. Farm Econ., 
May 1961, pp. 215-35. 


Werner, J. Probleme einer gemischten Wirtschaftsordnung. Zeitschr. f. die ges. Staatswiss., 
May 1961, pp. 29-44. 


Business Fluctuations 
Gerrin, H. Einige Probleme mittel- und langfristiger Marktprognosen. Schweiz. Zeitschr. f. 
Volkswirtschaft und Stat., Mar. 1961, pp. 45-63. 


Guttentac, J. M. The short cycle in residential construction, 1946-59. Am. Econ. Rev., 
June 1961, pp. 275-98. 


Stexter, H. O. Diffusion index and first difference forecasting. Rev. Econ. Stat., May 
1961, pp. 201-9. 


Money, Credit and Banking; Monetary Policy; 
Consumer Finance; Mortgage Credit 


AnRENSDORF, J. AND KANESATHASAN, S. Variations in the money multiplier and their 


implications for central banking. Internat. Mon. Fund Staff Papers, Nov. 1960, pp. 
126-49, 


AvBers, W. Staatsverschuldung und Geld- und Kreditpolitik. Finanzarchiv, Apr. 1961, 
pp. 25-46, 


Artent, A. II sistema dei saggi attivi nell’accordo interbancario vigente in Italia. (With 
English summary.) Risparmio, Mar. 1961, pp. 447-86. 


Barrt, P. anp Occrruto, A. La componente esterna della liquidita e le regole della con- 
dotta monetaria, Giorn. d. Econ., Nov.-Dec. 1960, pp. 715-33. 


Bank, S. Small business and tight money. Jour. Finance, Mar. 1961, pp. 73-79. 


Biesstnc, K. The situation as regards monetary policy in the German Federal Republic. 
Riv. Internaz. di Sci. Econ. e Com., Feb, 1961, pp. 155-64. 


Brunner, K. A schema for the supply theory of money. Internat. Econ. Rev., Jan. 
1961, pp. 79-109. 


Caprara, U. La moneta bancaria nei regolamenti internazionali. Risparmio, Jan. 1961, 
pp. 1-25. 


Jucker-FLeerwoop, E. E. Monetary and financial problems of certain new countries in 
Africa. Schweiz. Zeitschr. f. Volkswirtschaft und Stat., Mar. 1961, pp. 1-22. 


KarexKeNn, J. H. On the relative merits of reserve-ratio changes and open-market opera- 
tions. Jour. Finance, Mar. 1961, pp. 65-72. 


Mitrer, E. Monetary policies in the United States since 1950: some implications of the 
retreat to orthodoxy. Can. Jour. Econ. Pol. Sci., May 1961, pp. 205-22. 


Nater, J. E. Enige opmerkingen over het begrip omloopsnelheid. De Economist, Mar.- 
Apr. 1961, pp. 186-97. 


Nrenans, J. Das schweizerische Geldsystem und die Zinstheorie. Zeitschr. f. die ges. 
Staatswiss., Feb. 1961, pp. 577-40. 


Ort, D. J. The financial deveiojment of Japan, 1878-1958. Jour. Pol. Econ., Apr. 1961, 
pp. 122-41. 


Roppewic, C. M. Diversification: key to transportation progress. Financial Analysts Jour., 
Mar.-Apr. 1961, pp. 53-56. 


Rowan, D. C. The Radcliffe Report: a distant view. Econ. Record, Mar. 1961, pp. 53-72. 
Savers, R. S. Alternative views of central banking. Economica, May 1961, pp. 111-24. 


Waite, W. H. The flexibility of anticyclical monetary policy. Rev. Econ. Stat., May 
1961, pp. 142-47, 


Federal Reserve operations in perspective. Fed. Res, Bull., Mar. 1961, pp. 272-81. 
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Public Finance; Fiscal Policy 
Arena, C. I principi economici della finanza pubblica. Giorn. d. Econ., Jan.-Feb. 1961, 
pp. 1-42. 


Arnot, H. Zur mikrodkonomischen Analyse der Wberwialzbarkeit der Einkommensteuer 
und zur Frage der Ubertragung von Modellergebnissen auf historische Tatbestinde. 
Finanzarchiv, Apr. 1961, pp. 47-59. 


Demarco, D. Per la storia della finanza pubblica napoletan a nel secolo XVIII: il costo 
della epidemia di peste di Reggio Calabria del 1743. Giorn. d. Econ., Jan.-Feb. 1961, 
pp. 84-100. 


Due, J. F. Studies of state-local tax influences on location of industry. Nat. Tax Jour., 
June 1961, pp. 163-73. 


Gattaway, L. E. Proposals for federal aid to depressed industrial areas: a critique. Indus- 
Lab. Rel. Rev., Apr. 1961, pp. 363-78. 


Garricou-Lacrance, A. Evolution du systéme fiscal francais au vingtiéme siécle. Rev. Sci. 
Fin., Apr. 1961, pp. 199-210. 


Gerettt, E. Politiche fiscali e commercio estero dei paesi sottosviluppati, III. Giorn. d. 
Econ., Nov.-Dec. 1960, pp. 762-87. 


Jacosy, N..H. Taxation in Laos: policies for a new country with an undeveloped 
economy. Nat. Tax Jour., June 1961, pp. 145-62. 


Krrscuen, E. S. anp Mortssens, L. Les finances publiques dans la politique économique. 
Cahiers Econ. de Bruxelles, Jan. 1961, no. 9, pp. 57-97. 


LampMan, R. J. How much government spending in the 1960’s? Quart. Rev. Econ. Bus., 
Feb. 1961, pp. 7-17. 


LauFEeNBuRGER, H. Réflexions sur l’imposition des sociétés anonymes. Etude comparée. 
(With English summary.) Riv. Internaz. di Sci. Econ. e Com., May 1961, pp. 401-13. 
Lerner, A, P. The burden of debt. Rev. Econ. Stat., May 1961, pp. 139-41. 


LinpHOoLM, R. W. Taxation in South Viet-Nam. (With French summary.) Pub. Fin./Fin. 
Publiques, 1959, 14 (3-4), pp. 236-47. 


Mann, F. K. Ideologie und Theorie des Haushaltsgleichgewichts. Finanzarchiv,, Apr. 1961, 
pp. 1-24. 


Marais, G. Some basic remarks on the relationship between economic development and 
the balance of payments. Fin. and Trade Rev., Dec. 1960, pp. 205-16. 

Neitson, F. “Taxes are devilish things.” Am. Jour. Econ. Soc., Apr. 1961, pp. 225-38. 

Parks, R. H. Theory of tax incidence. Nat. Tax Jour., June 1961, pp. 190-97. 


Rosst, L. Per un sistema razionale delle imposte indirette. Giorn. D. Econ., Nov.-Dec. 
1960, pp. 755-61. 


Scott, M. FG. A tax on price increases? Econ. Jour., June 1961, pp. 350-66. 

Suovup, C. S. Tax tension and the British fiscal system. Nat. Tax Jour., Mar. 1961, pp. 
1-40. 

We tts, P. Excise tax incidence in an imperfectly competitive economy. (With French 
summary.) Pub. Fin./Fin. Publiques, 1959, 14 (3-4), pp. 203-16. 

WituiaMs, E. T. Trends in forest taxation. Nat. Tax Jour., June 1961, pp. 113-44. 


Impéts sur la fortune. (A collection of national reports.) Eight articles by B. Hansen, 
W. Albers and others. Pub. Fin./Fin Publiques, 1960, 15 (3-4), pp. 199-365. 


International Economics 


Ass, H. J. Questioni d’attualita nell’integrazione econcmica europea. (With Eng. sum- 
mary.) Riv. Internaz. di Sci. Econ. e Com., Feb. 1961, pp. 165-73. 


Ausrey, H. G. Financial policy and American purpose. For. Affairs, Apr. 1961, pp. 471-80. 


BacHMANN, H. Zwischen Zollautonomie und Zollunion. Aussenwirtschaft, Mar. 1961, 
pp. 23-39. 
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Bertoip1, F. La teoria comportamentale del turismo. (With English summary.) Mondo 
Aperto, Feb.-Apr. 1961, pp. 1-48. 


Beza, S. T. anv Patterson, G. Foreign exchange guarantees and the dollar. Am. Econ. 
Rev., June 1961, pp. 381-84. 


BrrnsavM, E. A. anp Quresut, M. A. Advance deposit requirements for imports. Internat. 
Mon. Fund Staff Papers, Nov. 1960, pp. 115-25. 

Brescranit Turront, C. Laborious progress on the road to international monetary balance. 
Rev. Econ. Conditions in Italy, Jan. 1961, pp. 5-18. 

Corre, A. Mededinging in de Gemeenschappelijke Markt. (With English summary.) Tijd- 
schrift v. Econ., 1961, 6 (1), pp. 28-41. 

Gasparini, I. Tendenze del commercio mondiale ed equilibrio nei rapporti economici 
internazionali. (With English summary.) Risparmio, Jan. 1961, pp. 26-41. 

Ginssurcs, G. Soviet atomic energy agreements. Internat. Organ., Winter 1961, pp. 49-65. 

Gruset, H. G. Ricardo and Thornton on the transfer mechanism. Quart. Jour. Econ., 
May 1961, pp. 292-301. 

Hackett, J. W. Tasa de desarrollo, mercado comin y balanza de pagos. El Trimestre 
Econ., Apr.-June 1961, pp. 280-306. 

Humpnrey, D. D. The effects of a customs union in Western Europe. So. Econ. Jour., 
Apr. 1961, pp. 283-92. 

Kevorx, C. The elimination of tariffs in a wide free trade area in Europe: an analysis for 
selected commodities. Jour. Royal Stat. Soc., 1961, 124 (1), pp. 81-92. 

Kracu, B. Orsakssammanhang mellan terms of trade och inflation. Ekon. Tids., Apr. 1961, 
pp. 47-59. 

Krernin, M. E. Effect of tariff changes on the prices and volume of imports. Am. Econ. 
Rev., June 1961, pp. 310-24. 

Latoux, D. Du Benelux au Marché Commun. Cahiers Econ. de Bruxelles, Apr. 1961, no. 
10, pp. 209-20, 

Leary, T. J. Exchange devaluation and interpenetration within the European Coal and 
Steel Community. Quart. Rev. Econ. Bus., Feb. 1961, pp. 64-73. 

Marcuat, A. Integration nationale et integration européenne. Giorn. d. Econ., Nov.- 
Dec. 1960, pp. 693-714. 

Marcus, E. Labor resources as a factor in international competition. Soc. Research, Spring 
1961, pp. 15-22. 

Matsut, K. On Japan’s liberalization of trade and exchange. Kyoto Univ. Econ. Rev., 
Oct. 1960, pp. 16-29. 


McDoveatt, I. A. Tariffs, protection and the terms of trade. Econ. Record, Mar. 1961, 
pp. 73-81. 

Meter, G. M. Export stimulation, import substitution and Latin-American development. 
Soc. and Econ. Stud., Mar. 1961, pp. 42-62. 

Mever-Marsitivs, H. J. Diskriminierungseffekte im zukiinftigen schweizerisch-deutschen 
Handel. Aussenwirtschaft, Mar. 1961, pp. 40-51. 

Miter, N. C. Concentration in institutional common-stock portfolios. Jour. Finance, Mar. 
1961, pp. 38-51. 

Narvekar, P. R. The role of competitiveness in Japan’s export performance, 1954-58. 
Internat. Mon. Fund Staff Papers, Nov. 1960, pp. 85-100. 

Pearce, I. F. The problem of the balance of payments. Internat. Econ. Rev., Jan. 1961, 
pp. 1-28. 

Perto, V. The persistence of the dollar crisis. Sci. and Soc., Spring 1961, pp. 107-28. 

Reiter, S. Efficient international trade and equalization of factor prices. Internat. Econ. 
Rev., Jan. 1961, pp. 29-64. 

RosseLie, E. AND WaELBRoECK, J. La position de la Belgique vis-a-vis de ses concurrents 


du Marché Commun, essai de diagnostic économétrique. Cahiers Econ. de Bruxelles, 
Jan. 1960, no. 9, pp. 115-42. 
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Ruptorr, M. Effets d’accélération et théorie du commerce international. Cahiers ]’Inst. de 
Sci. Econ. Appliquée, Aug. 1960, pp. 1-22. 


Spratevicn, A. Aumenti di produttivita e ragioni di scambio: recenti contributi al per- 
fezionamento di un modello classico. L’industria, 1961, 1, pp. 45-70. 


THomeE, B. The World Bank and private enterprise. Skandinav. Bank. Quart. Rev., Apr. 
1961, pp. 33-38. 


Vernon, R. A trade policy for the 1960s. For. Affairs, Apr. 1961, pp. 458-70. 


Viner, J. Economic foreign policy on the New Frontier. For. Affairs, July 1961, pp. 
560-77. 


Yntema, T. O. Economic adjustments among nations. Jour. Finance, Mar. 1961, pp. 1-7. 


Fund policies and procedures in relation to the compensatory financing of commodity 
fluctuations. Internat. Mon. Fund Staff Papers, Nov. 1960, pp. 1-76. 


Una moneta internazionale per gli scambi dell’Occidente? Maggiori investimenti manter- 
rano l’alta congiuntura? Il preventivo dello Stato per l’esercizio 1961-62. Gli insegna- 
menti dello sviluppo meridionale. L’industria, 1961, 1, pp. 92-101. 


Business Finance; Investment and Security Markets; Insurance 
BetsHaw, M. Aspects of the theory of discounting. Engineering Economist, Spring 1961, 
pp. 1-19. 


Dircxx, A. Le financement des petites et moyennes entreprises. Annales de Sci. Econ. 
Appliquées, Mar. 1961, pp. 11-34. 


Etsom, H. B. Common stocks and the short-term interest rate. Financial Analysts Jour., 
Mar.-Apr. 1961, pp. 21-26. 


Fisuer, G. R. Some factors influencing share prices. Econ. Jour., Mar. 1961, pp. 120-41. 


Herwirz, D. R. Stock redemptions and the accumulated earnings tax. Harvard Law Rev., 
Mar. 1961, pp. 866-938. 


Katz, W. G. Responsibility and the modern corporation. Jour. Law and Econ., Oct. 1960, 
pp. 75-85. 


Serrano Sancuez, J. M. I. El analisis de actividades en el campo financiero. Rev. de 
Econ. Pol., Sept.-Dec. 1960, pp. 901-68. 


Serra Ramonepa, A. Consideraciones sobre la definicién y los efectos de la autofinanciacion. 
De Economia, Jan.-Mar. 1961, pp. 43-60. 


Business Organization; Managerial Economics; Marketing; Accounting 
Istvan, D. F. The economic evaluation of capital expenditures. Jour. Bus, Univ. Chicago, 
Jan. 1960, pp. 45-51. 


Jounston, J. An econometric study of the production decision. Quart. Jour. Econ., May 
1961, pp. 234-61. 


Reynotps, I. N. Selecting the proper depreciation method. Accounting Rev., Apr. 1961, 
pp. 239-48. 


Suusikx, M. Approaches to the study of decision-making relevant to the firm. Jour. Bus. 
Univ. Chicago, Apr. 1961, pp. 101-18. 


Smit, C. A. The effects of combinations of “fast” and “slow” depreciation on reported 
net income. N.A.A. Bull., Apr. 1961, Sec. 1, pp, 31-42. 


Soro, R. A. Intra-enterprise conspiracy and the theory of the firm. Jour, Bus. Univ. Chi- 
cago, Apr. 1961, pp. 153-66. 


Industrial Organization; Government and Business; Industry Studies 


Bicxs, R. A. ‘The federal government’s program on identical bids. Antitrust Bull., Nov.- 
Dec. 1960, pp. 617-26. 


Bostanp, C. C. The valuation of public utility enterprises by the Securities and Exchange 
Commission. Jour. Finance, Mar. 1961, pp. 52-64. 
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Boye, S. E. Government promotion of monopoly power: an examination of the sale of 
the synthetic rubber industry. Jour. Indus. Econ., Apr. 1961, pp. 151-69. 


Crrtacy-Wantrup, S. V. Projections of water requirements in the economics of water 
policy. Jour. Farm Econ., May 1961, pp. 197-214. 

Conant, M. British antitrust in action. Mich. Law Rev., Apr. 1961, pp. 855-902. 

Dean, J. Competitive pricing in railroad freight rates. Jour. Marketing, Apr. 1961, pp. 
22-27. 

Drenst, P. Contréle de gestion dans une entreprise de transport aérien. Annales de Sci. 
Econ. Appliquées, Dec. 1960, pp. 587-660. 

Ferotpt, F. Un aspetto particolare del problema della nazionalizzazione delle imprese. (With 
English summary.) Risparmio, Mar. 1961, pp. 433-46. 

Foupves, L. Domestic air transport policy. I. Economica, May 1961, pp. 156-75. 

Fucus, V. R. Integration, concentration, and profits in manufacturing industries, Quart. 
Jou». Econ., May 1961, pp. 278-91. 

Hotmperc, A. Restrictive practices and commercial policy in the Common Market. 
Skandinav. Bank. Quart. Rev., Apr. 1961, pp. 39-45. 

Hunter, A. Restrictive practices and monopolies in Australia. Econ. Record, Mar, 1961, 
pp. 25-52, 

Josxow, J. Structural indicia: rank-shift analysis as a supplement to concentration ratios. 
Antitrust Bull., Jan.-Feb. 1961, pp. 9-18. 

LaMatn, J.-J. Réflexions sur la nature et le réle de la fonction commerciale dans une 
entreprise de services. Annales de Sci. Econ. Appliquées, Dec. 1960, pp. 665-706. 

Mars, P. A. An economic comparison of the textile industries in the U.S.A. and the U.K. 
Jour. Indus. Econ., Apr. 1961, pp, 181-94, 

Maxwett, W. D. Product rate discrimination in motor trucking. So. Econ. Jour., Apr. 
1961, pp. 305-19, 

PAAKKANEN, J. Kilpailutalouden yleiset tavoitteet ja keinot. (The objectives and means of 
the restrictive practices legislation—with English summary.) Kansantaloudellinen Aika- 
kauskirja, 1961, 1, pp. 20-31. 


Pures, C. F., Jr. Market performance in the synthetic rubber industry. Jour. Indus. 
Econ., Apr. 1961, pp. 132-50. 


Priups, C. F., Jk. ann Hatt, G. R. Merger litigation, 1951-1960, Antitrust Bull., Jan.- 
Feb. 1961, pp. 19-42, 


Preston, L. E. Concentration and rigidity in industry structure. Antitrust Bull., Nov.- 
Dec. 1960, pp. 645-52. 

Rant, J. A. Does Section 5 of the Federal Trade Commission Act extend the Clayton 
Act? Antitrust Bull., Sept.-Oct. 1960, pp. 533-50. 

Roerke, H. G. The impact of the St. Lawrence Seaway on marketing patterns. Jour. 
Marketing, Apr. 1961, pp. 5-11. 

Srrer, L. The German cartel law: an attempt to eliminate the restraint of competition. 
Bus. Rey. (Univ. Wash.), Apr. 1961, pp. 19-28. 

Sretzer, I. M. Administered prices vs. price wars: co-existence in business. Antitrust Bull., 
Nov.-Dec. 1960, pp. 609-16. 


Strout, A. M. Weather and the demand for space heat. Rev. Econ. Stat., May 1961, pp. 
185-92. 


Turvey, R. Some economic features of the London cab trade. Econ. Jour., Mar. 1961, pp. 
79-92. 


Ueno, H. Investment behavior in the Japanese cotton spinning industry, 1916-1934. Econo- 
metrica, Jan. 1961, pp. 44-57. 
von Béventer, E. Eine ékonometrische Untersuchung iiber die langfristige Entwicklung 


der Diingemittelnachfrage in Deutschland. Zeitschr. f. die ges. Staatswiss., Feb. 1961, 
pp. 626-71. 
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. Untersuchungen iiber die langfristige Entwicklung der Nachfrage nach Pharma- 
zeutika. Zeitschr. f. die ges. Staatswiss., May 1961, pp. 86-118. 


Wernet, W. Wissenschaftliche Begriffsbildung in Bereich des Dezentralen Gewerbes. 
Zeitschr. f. die ges. Staatswiss., Feb. 1961, pp. 688-722. 


Waite, J. M. The economic analysis of military equipment replacement. Engineering 
Economist, Spring 1961, pp. 20-27. 


Symposium on government contract patent policy. Fed. Bar Jour., Winter 1961, pp. 3-163. 


Land Economics; Agricultural Economics; Economic Geography; Housing 
BomMe tt, R. Interventionen der 6ffentlichen Hand. vorab des Bundes, im Wohnungsbau 
seit 1942. Wirtschaft und Recht, 1931, 73 (1), pp. 50-63,. 


Carter, H. O. anp Dean, G. W. Cost-size relationships for cash crop farms in a highly 
commercialized agriculture. Jour. Farm Econ., May 1961, pp. 264-77. 


Deicapo Navarro, J. Una politica minera Mexicana. Investigacion Econ., 1960, 20 (4), 
pp. 835-54. 


GREENWALD, W. I. Supply shifts and iron ore pricing. Jour. Indus. Econ., Apr. 1961, pp. 
170-80. 


June, A. F. Price variations among home-remodeling contractors. Jour. Bus. Univ. Chi- 
cago, Jan. 1961, pp. 52-56. 


Kane, D. Age components of decrease in number of farmers, North Central States, 1890- 
1954. Jour. Farm Econ., May 1961, pp. 247-63. 


Mut#, R. F. Economic change and rural-urban land conversions. Econometrica, Jan. 1961, 
pp. 1-23. 


Puitiies, R. W. ano Kuo, L. T. C. Agricultural development in Communist China. 
Internat. Develop. Rev., Feb. 1961, pp. 19-23, 


Ruoves, V. J. Acceptance and yield of choice and good beef: research results and impli- 
cations. Jour. Farm Econ., May 1961, pp. 181-96. 


Labor Economics 
Barry, C. White-collar employment: Il—characteristics, Mo, Lab. Rev., Feb. 1961, pp. 
139-47, 
Brown, E. C. A note on employment and unemployment in the Soviet Union in the light 
of technical progress. Soviet Stud., Jan. 1961, pp. 231-40, 


Buntine, R. L., Assy, L. D. Prosper, P. A., Jk. Labor mobility in three Southern 
states. Indus. Lab. Rel. Rev., Apr. 1961, pp. 432-45. 


Corperc, M. R. Minimum wage effects on Florida’s economic development. Jour. Law and 
Econ., Oct. 1960, pp. 106-17, 

Deray, J. La productivité du travail de 1948 & 1958—¢étude de I’effet des glissements inter- 
venus dans la structure de l'emploi. Cahiers Econ. de Bruxelles, Jan. 1961, no. 9, pp. 
99-114. 

Duntop, J. Consensus and national labor policy. ‘Mo. Lab. Rev., Mar. 1961, pp. 229-33. 

Evans, R., Jr. Some economic aspects of the domestic slave trade, 1830-1860. So. Econ. 
Jour., Apr. 1961, pp. 329-37. 

Hansen, W. L. The cyclical sensitivity of the labor supply. Am. Econ, Rev., June 1961, 
pp. 299-309. 


Kassatow, E. M. Organization of white-collar workers. Mo. Lab, Rev., Mar. 1961, pp. 
234-38, 


KNESCHAUREK, F. Entwicklungstendenzen auf dem europidischen Arbeitsmarkt. Aussen- 
wirtschaft, Mar. 1961, pp. 63-81. 


LanpsBercerR, H. A. ano Hu tn, C. L. A problem for union democracy: officers’ attitudes 
toward union members. Indus. Lab. Rel. Rev., Apr. 1961, pp. 419-31. 


Lurie, M. Government regulation and union power: a case study of the Boston transit 
industry. Jour. Law and Econ., Oct. 1960, pp. 118-35. 
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Merrzon, D,. Work quotas and wages under conditions of modern technology, Prob, Econ, 
Feb, 1961, pp. 40-46. 

Proxsen, A. The Austrian Joint Wage and Price Council. Internat. Lab. Rev., Mar. 1961, 
pp. 229-47. 

Rezter, J. Current issues of labour economics in the United States of America. Internat. 
Soc. Sei, Jour., 1961, 13 (1), pp. 95-114. 


Sreat, M. Regional wage differences in manufacturing in the postwar period, Rev. Econ 
Stat., May 1961, pp. 148-55. 


Serrzer, G. The United Steelworkers and unionwide bargaining. Mo. Lab. Rev., Feb. 
1961, pp. 129-36. 


Srecen, A. J. Steel strikes and bargaining abroad. Mo. Lab. Rev., Feb. 1961, pp. 122-28. 


Srewarr, F. H. No-strike clauses in the federal courts. Mich. Law Rev., Mar. 1961, pp. 
673-710. 


Troy, L. Local independent unions and the American labor movement. Indus. Lab, Rel. 
Rev., Apr. 1961, pp, 331-49, 


Vannutetit, C. Labour in Italy in the “sixties.” Rev. Econ. Conditions in Italy, Jan. 
1961, pp. 26-43. 


Vorxkov, A, Reduction of the working day and adjustment of wages. Prob. Econ., Feb 
1961, pp. 34-39, 


The steel study: summary and conclusions, Mo. Lab. Rev., Feb. 1961, pp. 113-21. 


Population; Welfare Programs; Consumer Economics 
Donnison, D. V. The movement of households in England, Jour, Royal Stat. Soc., 1961, 
124 (1), pp. 60-80, 


GatAn Pérez, J. M. El nivel del consumo de alimentos en la Europa Occidental. De 
Economia, Jan.-Mar. 1961, pp, 61-84. 


Leser, C. E. V. Commodity group expenditure functions for the United Kingdom, 1948. 
1957. Econometrica, Jan. 1961, pp. 24-32. 

Marzano, A. Analisi dell’istruzione come capitale. Riv. di Pol. Econ,, Mar. 1961, pp. 407-34. 

McDoveatt, D. M. Immigration into Canada, 1851-1920, Can. Jour. Econ. Pol. Sci., May 
1961, pp. 162-75. 

Moretto, G. Beni di consumo e beni strumentali nello studio della distribuzione e del 
comportamento del consumatore. Annali Fac. di Econ, e Com., 1960, 74 (2), pp. 81-100. 

Ravack, E. Discrimination and the occupational progress of Negroes. Rev. Econ. Stat., 
May 1961, pp, 209-14. 

Scorr, F. D. The study of the effects of emigration. Scan. Econ. Hist. Rev., 1960, § (2), 
pp. 161-74, 

Svenniison, I, Samhiillsekonomiska synpunkter pi utbildning. Ekon Tids., Apr. 1961, pp. 
1-23. 

Szraray, Z. Birth control in Hungary since 1956, The Review, 1961, 3 (1), pp. 1-22. 

UNGERN-STERNBERG, R, Zur demographischen Lage in der Welt, mit besonderer Beriick- 
sichtigung Japans, Schwedens und Italiens. Jahrb. f. Nationalék. und Stat., Apr. 1961, 
pp. 50-64. 

Vicutino, F. Die heutige italienische Ausund Binnenwanderung. Zeitschr. f. die ges. 
Staatswiss., Feb. 1961, pp. 672-87. 

Wirson, L. Analyzing and evaluating costs in higher education. Educational Rec., Apr. 
1961, pp. 99-105. 

La consommation: a symposium by J. Meynaud, G. Rottier and others. Rev. Econ., Mar. 


1961, pp. 161-358. 
Related Disciplines 


Heim, P. The academic status of the economic scholar in the South. So. Econ. Jour., Apr. 
1961, pp. 338-45. 


Kino, R. W. Technology and social progress. Pol. Sci. Quart., Mar. 1961, pp. 3-10. 


NOTES 


SEVENTY-FOURTH ANNUAL MEETING OF THE AMERICAN 
ECONOMIC ASSOCIATION 


Commodore Hotel, New York, N.Y.—December 27-29, 1961 


Preliminary Announcement of the Program 


Tuesday, December 26, 1961 
6:00. p.m. Executive Committee Dinner Meerine 


Wednesday, December 27, 1961 
9:30 am. Systems or Economic ACCOUNTS AND ANALYSIS ror URBAN REGIONS 


Chairman: Evcar M. Hoover, Pittsburgh Regional Planning Association 
Papers: A National System of Regional Accounts and Analysis 
Harvey S. Pertorr, Resources for the Future 
Design and Use of Accounts 
Werner Z. Hirscu, Washington University, St. Louis 
Organization for Data Collection, Analysis and Reporting 
Henry Conen, Deputy City Administrator, New York City 
Discussants: Mexevitn B. Givens, Institute of Public Administration, 
New York 
Freperickx T. Moore, The Corporation 


Tax Proprems 


Chairman: Ricnarp A. Muscrave, Princeton University 
Papers: Income, Consumption, and Property as Alternative Bases of Taxa- 
tion 
Ricwarp B, Goove, Brookings Institution 
Tax Incentives to Investment 
E. Cary Brown, Massachusetts Institute of Technology 
Some Aspects of British Income Taxation 
A. R. Prest, Cambridge University 
Discussant: Grorce F. Break, University of California, Berkeley 


or Economic DeveELopMENT 


Chairman: Trrovore W. University of Chicago 
Papers: Price Policy for Economic Development 
Bovtpinc Pritam Sincn, University of 
Michigan 
The Use and Abuse of Growth Models 
Joun H. Power, Williams College 
The Development of Entrepreneurship 
Gustav F. Papanex, Harvard University 
Discussants: Everett E, Hacen, Massachusetts Institute of Technology 
Anprew M. Kamarck, International Bank for Reconstruc- 
tion and Development 


2:30 p.m. Rurat Poverty Nationa Poticy (Joint Session with the American Farm 
Economic Association) 


Chairman; H. Vanderbilt University 
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Papers: Economic Security for Agricultural Labor 
Louts Levine, U.S. Department of Labor 
Relation of the Low Income Farm Problem to Major National 
Economic Problems 
EB. Henverx, U.S. Department of Agriculture 
Diseussants: Leonarn P. Avams, Cornell University 
Joun G, MeNeety, Agricultural and Mechanical College of 
Texas 


INTERNATIONAL TRANSMISSION oF Business Cycies, Propiems, PoLicies 


Chairman: Har B. Lary, National Bureau of Economic Research 
Papers: The Postwar Business Cycle in Western Europe 
Mitton Bank for International Settlements 
Economic Instability in an International Setting 
Jacours J, Potax, International ~fonetary Fund 
Discussants: Water S. SALant, Brookings Institution 
Emtce Desrres, Stanford University 
Rieward FE. Caves, University of California 


Tur New or Soctat Sciences (Jointly sponsored by the Ameri- 
can Economic Association and the American Statistical Association) 


Chairman: Atvin §. Jounson, The New School for Social Research 
Papers: Developing the Idea of a New Encyclopedia 
Francis X. Sutton, The Ford Foundation 
Publishing the New Encyclopedia 
Jeremian Karan, The Free Press of Glencoe 
Progress and Plans for the New Encyclopedia 
Bert F, Hoserirz, University of Chicago 


Soviet Economic PLANNING 


Chairman: Evsey D. Doman, Massachusetts Institute of Technology 
Papers: Input-Output Analysis and Soviet Planning 
Hernert Levine, University of Pennsylvania 
The Scale of Soviet Industrial Establishments 
Leon Smouinskt, Boston College 
On Patterns of Technological Choice in Soviet Industry 
Davin GranicKx, University of Wisconsin 
Discussants; Liuoyo G. Reynotps, Yale University 
James H. Brackman, University of North Carolina 
ALEXANDER Columbia University 
8:00 Prestpentiat Appress 
Chairman: Atvin H. Hansen, Harvard University 
Presentation of John Bates Clark Award 
Presidential Address: Paut A, Samus son, Massachusetts Institute of 
Technology 


Thursday, December 28, 1961 


9:30 A.M. PRoBLEMS OF PERSISTENT UNEMPLOYMENT (Joint Session with Industrial Re- 
lations Research Association) 


Chairman: Putuir Tart, Brown University 
Papers; Unemployment Statistics for Fiscal and Monetary Policy 
Stantey Lepercort, Stanford University 
Problems and Remedies for Depressed Area Unemployment 
Wittiam H. Miernyk, Northeastern University 
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Will Economic Growth Solve the Problem of Long-Term Un- 
employment? 
C, Wi.cock ano Water H. Franke, University of 
of Illinois 
Discussants; H, Borts, Brown University 
Joun G, Turnautt, University of Minnesota 
Ronext J. Lameman, University of Wisconsin 


Stupies 1n Business Bemavior 


Chairman: F, Burns, Columbia University 
Papers: Investment Plans and Realizations 
Ronert Eisner, Northwestern University 
Locational Aspects of Business Expansion Decisions 
James N. Morcan anv Eva Mutiier, University of Michigan 
The Predictive Value of Surveys of Business Intentions 
Oxun, Yale University 
Discussants: Lawrence University of Pennsylvania 
Danie H. Bars, Federal Reserve Board 


Tre or TRANSvorTATION IN Economic DEvELOrMENT 


Chairman: J, Watkins, Brookings Institution 
Papers: Air Transport and Economic Development: Some Comments on 
Foreign Aid Programs 
Hans Heymann, Jr., The Ranp Corporation 
The Role of Transport Investment in the Development of Iran 
Joun H. Kaurmann, Washington, D.C. 
Transportation and Economic Development 
Witrren Owen, Brookings Institution 
Discussants: Horttanp Hunter, Haverford College 
James Amherst College 


12:30 p.m. LUNCHEON AMERICAN FLNANCE ASSOCIATION 


Chairman; Artuur M. Wermer, President, American Finance Association 
Speaker: Ropert V. Roosa, U.S. Treasury 


2:30 p.m. ReaprratsaL or THe Doctrine or Consumer Sovereignty 


Chairman: J. Yale University 
Papers: Automobile Model Changes and Social Costs 
Franxiin M. Fister, Massachusetts Institute of Technology, 
H. Zvi Grivicnes, University of Chicago, and Cart Kaysen, 
Harvard University 
On the Principle of Consumers’ Sovereignty 
Tiwor Scitovsky, University of California 
Consumers’ Sovereignty Revisited 
Jerome RoTrHenserc, Northwestern University 
Discussants: ApraM Beroson, Harvard University 
Stanistaw H, Wetwisz, University of Chicago 
J. Princeton University 


Economic BeHavior or FAMILies 


Chairman: Rutu P. Mack, National Bureau of Economic Research 
Papers: Toward a Microanalytic Model of the Household Sector 
Artaur S. GoLppercer, University of Wisconsin 
Toward a Microanalytic Model of the Economy 
Guy H. Orcutt, University of Wisconsin 
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Discussants: Rosert SumMMERs, University of Pennsylvania 
Dantet B. Surts, University of Michigan 
Mona E. Dunote, Federal Reserve Board 


TRANSPORTATION PROBLEMS IN THE AMERICAN EcoNnoMY 

Chairman: Ernest W. Wri111aMs, Jr., Columbia University 

Papers: Federal Transport Regulatory Policy 
Maurice P. Arto, Booz, Allen & Hamilton, Chicago 
¥ The Pricing of Highway, Waterway and Airway Facilities 
| James C. Netson, Washington State University 

The Merger Movement 
Kent T. Heary, Yale University 
Discussants: Merritt J. Roserts, University of Pittsburgh 
Duptey F, Precrum, University of California, Los Angeles 


THe Market For EconoMIsTsS 


Chairman: James W. Bett, Northwestern University 
Papers: The Supply of Economists 
Ewan Ctacue, U.S. Department of Labor 
7 The Demand for Economists 
my Francis M. Boppy, University of Minnesota 
The Functioning of the Market for Economists 
Geratp G. Somers, University of Wisconsin 
Discussants: Seymour E. Harris, Harvard University 
Georce Curve SmitH, F-W-Dodge Corporation 
Howarp D. MarsHatt, Vassar College 


8:00 p.m. InviTEeD LECTURE 
4 Chairman: R. A. Gorvon, University of California 
Paper: Recent Development in the Theory of the Firm 
Hersert Srmon, Carnegie Institute of Technology 
Discussants: ALLEN WALLIS, University of Chicago 
Paut Lazersretp, Columbia University 
Joun Lintner, Harvard University 


Friday, December 29, 1961 


9:30 a.m. Tue Laccinc U.S. Growrn Rate 
Chairman: Suwon Kuznets, Harvard University 
Papers: What Would it Take to Increase the U.S. Full Employment 
Growth Rate? 
Epwarp F. Denison, Committee for Economic Development 
Ropert Sotow, Massachusetts Institute of Technology 
Discussants: Franco Mopictiant, Northwestern University 
Geruarp National Planning Association 
Joun Cornwa tt, Tufts University 
ArtHur Smitutes, Harvard University 


ite 
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Economics or WavER REsouRCE UsE 
Chairman: Ropert DorrMan, Harvard University 
. Papers: The Economic Structure of the Water Industry in California 
| Joe S. Barn, University of California, Berkeley 
i The Political Economy of Water Development 
} Vincent Ostrom, University of California, Los Angeles 
as Extensions of Cost-Benefit Analysis 
Grorce S. Tottey, North Carolina State College 
Discussants: StepHEN Marcuin, Harvard University 
Jerome W. Mituman, Indiana University 
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Tue or Economics 


Chairman: Ben W. Lewts, Oberlin College 
Papers: The Content of the Introductory Course 
Bernarp F. Hatey, Stanford University 
The Relation of the Undergraduate Major to Graduate Economics 
RicHarp Ruccies, Yale University 
Discussants: Royatt Branpis, University of Illinois 
KenneETH D. Roose, Michigan State University, Oakland 
Cart Stevens, Reed College 


2:30 p.m, REPORT oF THE CoMMISSION ON Money AND CREDIT, COMMITTEE FOR 
Economic DEVELOPMENT 

Chairman: G. L. Bacu, Carnegie Institute of Technology 

Papers: Comments: Mitton FrempMan, University of Chicago 
Comments: WarrRaN L. SmiTH, University of Michigan 
Comments: Ratpw A. Youn, Federal Reserve Board 

Discussants: RoMNEY Rosinson, Brandeis University 

Rosert Linpsay, New York Federal Reserve Bank 


Tue Economics or RESEARCH AND DEVELOPMENT 


Chairman: Cart Kaysen, Harvard University 
Papers: Efficiency versus Progress 
Burton H. Kuietn, The Ranp Corporation 
Determinants of Inventive Activity 
Jacop SCHMOOKLER AND OswaLp H. Brown ez, University of 
Minnesota 
Technological Change in American Industries 
W. Eric Gustarson, Harvard University 


Discussants: H. Zv1 Grivicnes, University of Chicago 
James W. McKie, Vanderbilt University 


ACCOUNTANTS AND Economists Loox at DepreciATION (Panel Discussion with 
American Institute of Certified Public Accounts) 
Chairman: Maurice Moonitz, University of California and American 
Institute of Certified Public Accountants 

Panelists: Georck W. TerBorcu, Washington, D.C. 
VERNON L, Smitu, Purdue University 
Wa ter R. Staus, New York 
W. Wern7z, New York 


5:00 p.m. Business MEETING 


6:00.p.mM. Executive ComMITTEE DINNER MEETING 


INTERNATIONAL ECONOMIC ASSOCIATION CONGRESS 


The Second Congress of the International Economic Association will be held in Vienna 
from August 30 to September 6, 1962. The program under the general heading of Eco- 
nomic Development will be divided into the following sections: (1) The Determinants of 
Economic Development, Chairman, Austin Robinson; (2) Industrialization and Methods 
of Increasing Labor Productivity, Chairman, Clark Kerr; (3) Techniques and Problems 
of Development Planning, Chairman, J. Tinbergen; (4) The Stabilization of Primary 
Producing Economies, Chairman, A. Lewis. All meetings will take place in the University 
of Vienna. Each session will be devoted to the discussion of a paper by one or more 
speakers chosen in advance, after which it will be open to all participants. Participants will 
be asked to inform the Secretariat in advance as to which section they wish to join. 

All members of the American Economic Association are invited to take part in the 
Congress. The Osterreichisches Verkehrsbiiro is responsible for the registration of partici- 
pants and for the collection of a registration fee of $10.00 as well as for travel arrange- 
ments and hotel reservations. Since accommodation in Vienna may be difficult to secure 
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at the last moment, those intending to participate should write as soon as possible to the 
Osterreichisches Verkehrsbiiro, Vienna 1, Friedrichstrasse 7, Austria. They will receive an 
application form, together with details of hotel accommodation available. 


CONFERENCE OF LATIN AMERICAN FAcuLties oF ECoNomics 


The second Conference of Latin American Faculties of Economics was held from Octo- 
be. 10 to 15, 1960 at Rosario, Argentina, with delegates from 27 universities in 14 nations. 
Whereas the previous conference, held in Santiago, Chile, in 1953, concerned principally 
the teaching of economics, delegates to the Second Conference addressed themselves both 
to the training of economists and to the economic integration of Latin America. 

Papers and discussion on the “Latin American Common Market as a Factor in Eco- 
nomic Development” centered largely upon the Latin American Free Trade Association 
(LAFTA). Other topics studied included the possible incidence of European economic 
integration on Latin America, transport problems, payments and credit arrangements, and 
the coordination of national economic planning to ensure complementarity of regional 
industrial development. 

To carry out resolutions adopted, and to provide continuity of relationship between the 
faculties during the three or four years that will probably elapse before the next confer- 
ence, a Department of Coordination was established at the host faculty of the Second 
Conference. One of the first activities of this office will be the publication of papers pre- 
sented to the Second Conference (in Spanish); requests may be directed to Dr. Samuel 
Gorban, Dean, Facultad de Ciencias Econémicas, Comerciales y Politicas, Universidad 
Nacional del Litoral, Boulevard Orofio 1261, Rosario, Argentina. 


Tue New ENCYCLOPEDIA OF THE SOCIAL SCIENCES 


Work on a new Encyclopedia of the Social Sciences has started at the University of Chi- 
cago under the direction of Bert F. Hoselitz. Plans are for a completely new Encyclopedia 
of 12 to 15 volumes rather than a supplement to or revision of the old Encyclopedia. 
Simultaneous publication of all volumes has been tentatively scheduled for 1965. 

Like the original, the new Encyclopedia will encompass the five social sciences: anthro- 
pology, economics, political science, psychology and sociology. In addition it will include 
material from the applied fields of business, education, medicine, law and psychiatry as 
well as from related fields in human geography, the humanities, linguistics, philosophy, 
social and economic history and statistics. It will also bring together authoritative and 
succinct accounts of the main theoretical and empirical findings of the various social 
sciences. Special care will be given to problems of scientific method in the social sciences, 
including those of observation and measurement, of formulation of theories, and of the 
verification of hypotheses. 

Guidance for the work of the Encyclopedia is provided by an Editorial Advisory Board 
with W. Allen Wallis, Dean, Graduate School of Business, University of Chicago, as chair- 
man. The membership of the Board, drawn from the various social sciences and related 
fields, numbers more than 100, though it is not yet completely constituted. It includes 
Pau! A. Samuelson, incumbent president of the American Economic Association, and four 
past presidents, Arthur F. Burns, Alvin S. Johnson (associate editor of the original En- 
cyclopedia), Simon Kuznets and Jacob Viner. Offices are at 5836 Greenwood Ave., Chi- 
cago 37, Illinois. As announced last December, the publishers of the new Encyclopedia will 
be the Crowell-Collier Publishing Co., the Macmillan Co. and the Free Press. 


FELLOWSHIPS AND GRANTS 


The Social Science Research Council’s annual announcement describing fellowships and 
grants to be awarded in 1961-62 is now ready for distribution. It lists research training 
fellowships, faculty research fellowships, grants-in-aid of research, without major change, 
and states that international conference travel grants will again be offered. Applications 
for some categories of awards are due not later than November 1, 1961. Inquiries should 
be addressed to the Social Science Research Council, Fellowships and Grants, 230 Park 
Ave., New York 17, N. Y. 
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The American Council of Learned Societies announces the continuation of aid to schol- 
ars in the form of fellowships, grants-in-aid and travel grants to international conferences. 
For information about this aid and deadlines for applications address inquiries to Miss 
Marie J. Medina, American Council of Learned Societies, 345 East 46th Street, New York 
17, N. Y. 

Grants for area programs under joint ACLS-SSRC sponsorship will be offered to ma- 
ture scholars for research in the social sciences and humanities on certain foreign areas. 
Grants for research on Africa South of the Sahara, on Contemporary China, on Latin 
America, and on the Near and Middle East (including North Africa) will be admin- 
istered by the Social Science Research Council. Those for Asian studies and for Slavic and 
East European studies will be administered by the American Council of Learned Societies. 
Communications should be sent to the administering Councils at the addresses given in the 
two paragraphs above. 


The Inter-University Committee on Travel Grants is accepting applications from gradu- 
ate students and scholars who wish to spend all or part of the academic year 1962-63 in 
study and research in the Soviet Union as participants in the academic exchange between 
the United States and the U.S.S.R. American citizens under 40 years of age are eligible if 
they are graduate students, post-doctoral researchers or faculty members at the time of 
application. Teachers of the Russian language in secondary schools are also eligible. Per- 
sons from all fields of study are encouraged to apply, provided they can show professional 
and scholarly benefit to be derived from study in the Soviet Union. A knowledge of Rus- 
sian adequate to the needs of study and research is required. 

Funds are available to cover all or part of the exchange participant’s expenses, depending 
on the participant’s own financial needs and resources. For further information and appli- 
cations write to Stephen Viederman, Deputy-Chairman, Inter-University Committee on 
Travel Grants, 719 Ballantine Hall, Indiana University, Bloomington, Indiana. 


The Population Council, Inc. will establish a center for African demographic studies at 
Princeton University for research and the training of specialists in African population 
studies. It will be supported by a Carnegie Corporation grant of $120,000 to the Council. 

Aid programs, as well as the governments of the new states in Africa, urgently need the 
sociological and economic data obtained from basic inventories of human resources, such 
as censuses. The Center will recruit and train African and American economists, other so- 
cial scientists and statisticians to gather data in Africa, to analyze and evaluate it, and to 
apply it to development programs. Dr. Ansley J. Coale, director of the Office of Popula- 
tion Research at Princeton, will devote much time to the project, Frank Lorimer, an expert 
on African demography, William Brass, visiting professor of statistics from Aberdeen 
University, Scotland and D. F. Heisel, a demographer-sociologist, will give full time to 
the work of the center. In addition, several visiting fellows and graduate students will 
participate in the research. 


The Mississippi Valley Historical Association has received a grant from the Ford Motor 
Company Fund to encourage research on the history of American transportation. Fletcher 
M. Green, of the University of North Carolina, president of the Mississippi Valley Associa- 
tion, has announced that $2,000 of the grant will be given as a prize to the author of the 
best publishable book-length manuscript on the history of transportation in America. 
Further information may be obtained from W. D. Aeschbacher, Secretary of the Missis- 
sippi Valley Historical Association, 1500 R Street, Lincoln 8, Nebraska. 


Announcements 


Since May 1960 the Banco Central de Venezuela, Caracas, Venezuela, has published a 
quarterly journal entitled Revista de Economia Latinoamericana. Articles in the journal 
will be on a high technical level, dealing particularly with problems of Latin American 
development. For subscriptions write the Library, Banco Central de Venezuela, Caracas. 
The subscription price is $5.00 a year; single numbers, $1.50. 
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Individual Relations Counselors, Inc. are now making available many of their publica- 
tions to institutions and scholars. A list of such publications, some dating back to the early 
1930's, may be obtained from Mr. Richard A. Beaumont, Associate Director of Research, 
Industrial Relations Counselors, Inc., 1270 Avenue of the Americas, New York 20, N. Y. 


The University of Nebraska, with the assistance of several other organizations, is plan- 
ning a Homestead Centennial Symposium for June 10-14, 1962. This symposium will 
commemorate the passage of the Homestead Act in 1862 by reviewing present land prob- 
lems and considering future land policies of the United States. For further information 
write Howard W. Ottoson, chairman, Department of Agricultural Economics, University of 
Nebraska, Lincoln, Nebraska. 


Deaths 


Vanderveer Custis, emeritus professor, Northwestern University, June 17, 1961. 
David P. Delorme, Oklahoma City University, April 1961. 

Rudolph F. C. Hernried, University of San Francisco, February 27, 1960. 
Alexander H. Lavery, December 12, 1960. 

Albert W. Paddock, Cincinnati, Ohio, June 22, 1960, 

Francis D. Tyson, professor emeritus, University of Pittsburgh, April 5, 1961. 
Harold C, Yeager, November 1960. 

Erich W. Zimmerman, University of Texas, February 16, 1961. 


Retirements 


Jacob J. Blair, University of Pittsburgh, September 1961. 

Clara Eliot, Barnard College, June 1961. 

W. Carlton Harris, Wharton School, University of Pennsylvania, July 1961. 

J. Freeman Pyle, University of Maryland. 

Harold B. Rowe, Brookings Institution, June 1961, 

Tipton R. Snavely, professor emeritus, University of Virginia. 

Visiting Foreign Scholars 

Roy A. Church, University of Nottingham: visiting assistant professor, University of 
Washington, 1961-62. 

Jacques Dreze, University of Louvain: visiting associate professor, Northwestern Uni- 
versity, winter and spring quarters, 1961-62. 


R. C. O. Matthews, Cambridge University, England: visiting professor, University of 
California, Berkeley, 1961-62. 

A. L. Nagar, Econometric Institute, Netherland School of Economics, Rotterdam: visit- 
ing professor, Purdue University, 1961-62. 

Michael Polanyi, Merton College, Oxford University: visiting scholar, Thomas Jefferson 
Center for Studies in Political Economy, University of Virginia, first semester, 1961-62. 

Tan G. Stewart, University of Edinburgh: visiting associate professor of economics, 
University of Michigan, second semester, 1961-62. 


Tore Thonstad, University of Oslo: visiting professor of economics, University of Minne- 
sota, 1961-62. 


C. von der Panne, University of Rotterdam: visiting Ford research fellow, Carnegie 
Institute of Technology, 1961-62. 
Promotions 


Robert J. Alexander: professor of economics, Rutgers—Th2 State University. 
Martin J. Beckmann: professor of economics, Brown University. 
R. Glen Berryman: associate professor of accounting, University of Minnesota. 


NOTES 


Heinz Biesdorf: assistant professor of economics, University of Pittsburgh, 
Vincent F. Boland: associate professor of economics, University of Arizona. 
Royall Brandis: professor, department of economics, University of Illinois. 
William H. Brown, Jr.: associate professor of economics, Swarthmore College. 
Karl Brunner: professor of economics, University of California, Los Angeles. 
Meyer L. Burstein: associate professor of economics, Northwestern University. 
Rondo E. Cameron: professor of economics and history, University of Wisconsin. 


Richard C. Clelland: associate professor of statistics, Wharton School, University of 
Pennsylvania. 


Kalman J. Cohen: associate professor of economics and industrial administration, 
Carnegie Institute of Technology. 


Lorne B. Cook: professor of economics, Pomona College. 

Robert G. Cox: professor of accounting, Wharton School, University of Pennsylvania. 

J. Kenneth Davies: associate professor of economics, Brigham Young University. 

Lubomir A, D. Dellin: associate professor, University of Vermont. 

Donald E. Farrar: assistant professor of economics, University of Wisconsin. 

Edward C. Fei: professor of economics, University of Wisconsin. 

Thomas W. Gavett: associate professor of economics, College of Commerce, West 
Virginia University. 

J. B. Gillingham: associate professor of economics, University of Washington. 


Nicholas A. Glaskowsky, Jr.: associate professor of business administration, University 
of Minnesota. 


Robert S. Hancock: professor of marketing, University of Minnesota, 
Delbert C. Hastings: professor of statistics, University of Minnesota. 


Edward S. Herman: associate professor of finance, Wharton School, University of 
Pennsylvania. 


Donald R. Hodgman: professor of economics, University of Illinois. 

Bob Holdren: associate professor, department of economics, Iowa State University. 
Jonathan R. T. Hughes: professor of economics, Purdue University. 

Charles P. Issawi: professor of Near and Middle East economics, Columbia University. 
Jay E. Johnson, Jr.: assistant professor of accounting, West Virginia University. 
Paul V. Johnson: associate professor of economics, Purdue University. 

Dale W. Jorgenson: associate professor of economics, University of California, Berkeley. 
Patrick S. Kemp: associate professor of business administration, Emory University. 


Paul B. Kohberger: professor of business administration, Graduate School of Business, 
University of Pittsburgh. 


William Lazer: professor, Graduate School of Business Administration, Michigan State 
University. 


David A. LeSourd: associate professor, University of Vermont. 


Thomas A. Mahoney: professor of economics and industrial relations, University of 
Minnesota. 


Robert H. Marshall: associate professor of economics, University of Arizona. 
Duncan M. McDougall: associate professor of economics, Purdue University. 
Walter W. McMahon: associate professor of economics, University of Lllinois. 


Allan H. Meltzer: associate professor of economics and industrial administration, 
Carnegie Institute of Technology. 


Albert Montgomery: assistant economist, Bureau of Economic and Business Research, 
Washington State University. 


Morris D. Morris: professor of economics, University of Washington. 
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Milton J, Nadworny: professor, department of commerce and economics, University of 
Vermont, 


Kenji Okuda: associate professor of economics, Washington State University--on leave 
current academic year, at Institute of Business Administration, Karachi, Pakistan, 
Roy Radner; professor of economics, University of California, Berkeley, 


Julius Rezler; professor of industrial relations, Loyola University, Chicago; on leave 
1961-62, Fulbright lecturer, Xavier Labour Relations Institute, Jamshedpur, India, 

G. N. Rostvold: professor of economics, Pomona College. 

Samuel R. Sapienza; associate professor of accounting, Wharton School, University of 
Pennsylvania, 

Martin Segal: associate professor of economics, Dartmouth College. 


Malcolm F, Severance: associate professor, department of economics, University of 
Vermont, 

John B, Sheahan: associate professor of economics, Williams College. 

Paul F. Smith: professor, Graduate School of Business Administration, Michigan State 
University, 

Vernon L. Smith: professor of economics, Purdue University; on leave as professor of 
economics, Stanford University, spring term of 1961-62. 

Nicolas Spulber: professor of economics, Indiana University. 

W. J. Stankiewies: associate professor, University of British Columbia. 

Everett G. Stoneberg: associate professor, department of economics, Iowa State Uni 
versity. 

Donald A. Taylor: professor, Graduate School of Business Administration, Michigan 
State University. 

Douglas Vickers: associate professor of finance, Wharton School, University of Pennsy! 
vania, 

William D, Wagoner: assistant professor of economics, University of Wyoming. 

James M. Waller: associate professor, College of Business Administration, University of 
Georgia. 

Aaron W. Warner: professor of economics, Columbia University, 


C, Edward Weber: associate professor of business administration, Graduate School of 
Business, University of Pittsburgh. 


Paul J. Wells: associate professor, department of economics, University of Illinois. 


Administrative Appointments 


Harold Barger: chairman, department of economics, Columbia University. 


Richard E, Caves: vice chairman, department of economics, University of California, 
Berkeley. 


W. T. Easterbrook: chairman, department of political economy, University of Toronto. 
Lloyd F, Hayn, Keene Teachers College: dean of Olivet College. 


Jules Joskow, City College of New York: vice-president, National Economic Research 
Associates. 


Robert J. Lampman: chairman, department of economics, University of Wisconsin. 
‘ Leland H. Langbein: head, department of economics, Muskingum College. 
Richard A, Lester: chairman, department of economics, Princeton University. 
Harold M. Levinson: acting chairman, department of economics, University of Michigan. 
John A. Nordin, Iowa State University: head, department of economics and sociology, 
Kansas State University. 
Douglass C. North: director, Institute for Economic Research, University of Washington. 
Russell O, Olson, Ohio State University: chief, Land Use and Farm Management Branch, 
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Land and Water Development Division, Food and Agriculture Organization, Rome, Italy. 
Marshall A, Robinson: dean, Graduate School of Business, University of Pittsburgh. 


Harry F. Stark: executive director, Bureau of Economic Research, Rutgers-—The State 
University, 


George W. Stocking: chairman, department of economics and business administration, 
Vanderbilt University. 


James C. Vadakin: chairman, department of economics, School of Business Administra- 
tion, University of Miami, 


ht. C. Vreeland: chairman, department of economics, Mississippi Southern University. 
John L. Wortham: chairman, department of economics, Texas Christian University. 


Kenneth Zimmer: director, School of Business, Richmond Professional Institute, Rich- 
mond, Virginia. 


Appointments 
Gordon A. Antelman: instructor in statistics, Graduate School of Business, University of 
Chicago. 
Lester L, Arnold, Ohio State University: agricultural economist, Research and Informa 
tion Service, Farm Credit Administration, Washington, D.C. 
Robert T, Averitt: assistant professor of economics, Smith College. 


Marto A, Ballesteros, University of Chicago: assistant professor of economics, University 
of Washington, 


Ralph E, Balyeat, University of Wichita: associate professor of management, College 
of Business Administration, University of Georgia. 


Robin Barlow: assistant professor of economics, University of Michigan. 

Stephen J. Barres: associate professor of management and economics, Orange County 
State College, Fullerton, California. 

Antonin Basch, International Bank for Reconstruction and Development: visiting pro- 
fessor of economics and research associate, Center for Southern Asia Studies and Center 
for Research on Economic Development, University of Michigan. 

Arthur Benavie: lecturer in economics, University of Michigan. 


Irwin Bernhardt, University of California: assistant professor of economics, Carnegie 
Institute of Technology. 


Howard R. Bloch: instructor in economics, Dartmouth College. 
Joseph C. Blumel, Portland State College: lecturer in economics, University of Oregon. 


W. Michael Blumenthal, Crown Cork International Corporation: Deputy Assistant 
Secretary for Economic Affairs, Department of State. 


John D. Bowman: instructor in economics, department of economics, University of 
Illinois. 


Stanley E. Boyle: associate professor of economics, School of Commerce and Finance, 
Saint Louis University. 


Andrew F. Brimmer: assistant professor of finance, Wharton School, University of 
Pennsylvania: joint appointment with South Asia Regional Studies department. 


James E. Brown, University of Washington: assistant professor of business administra- 
tion, Emory University. 


Edmund Brunner: economics department, The Ranp Corporation, Santa Monica, 
California. 


Edward C. Budd, Yale University: professor of economics, Pennsylvania State Uni- 
versity. 


Burnham O. Campbell, University of Illinois: assistant professor of economics, University 
of California, Los Angeles. 
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Donald M. Chang: assistant professor of industrial relations, School of Business Admin. 
istration, American University. 

Sidney J. Claunch: associate professor of management, University of Massachusetts. 

Robert L. Comeau, The University of New Brunswick: instructor in economics, Boston 
College. 

Frank Coolsen: professor of marketing, School of Business Administration, American 
University. 

Paul Cootner: visiting professor of economic theory, Graduate School of Arts and Sci- 
ences, Boston College. 


M. Gordon Daniels, Texas A. and M. College: economic officer, U.S, Department of 
State, Bogata, Columbia, 


Robert L. Darcy, Kansas State University: executive director, Ohio Council on Eco- 
nomic Education and associate professor of economics, Ohio University, Athens. 


Paul A, David, Harvard University: assistant professor of economics, Stanford Uni 
versity, 


Martin David, University of Michigan: assistant professor of economics, University of 
Wisconsin. 


C. Howard Davis, Vanderbilt University: assistant professor of economics, Mercer Uni- 
versity 

Gordon B. Davis: assistant professor of accounting, University of Minnesota. 

Gerard Debreu: professor, department of economics, University of California, Berkeley. 


Thomas F, Dernburg, Purdue University: associate professor of economics, Oberlin 
College 


Donald Dewey: associate professor of economics, Columbia University. 
Paul D, Doak: research associate, department of economics, Iowa State University, 


Edward N. Dubois: associate professor of economics, School of Commerce and Finance, 
Saint Louis University, 

Robert V. Eagly: instructor, department of economics, Rutgers-—The State University. 

Robert Eilers: assistant professor of insurance, Wharton School, University of Pennsyl- 
vania. 

G. A. Feltham, R. L. Bamford & Co.: assistant professor of accounting, Faculty of 
Commerce, University of Alberta. 

James Ferguson: assistant professor of economics, University of Virginia. 


Albert Fishlow: assistant professor, department of economics, University of California, 
Berkeley, 1961-62. 


Curtis F, Forner: instructor, department of economics, Rutgers—The State University. 


Edward M. Foster, Massachusetts Institute of Technology: assistant professor of eco- 
nomics, University of Minnesota. 

Lawrence E. Fouraker, Pennsylvania State University: Harvard Graduate School of 
Business. 


Helmut J. Frank: assistant professor of economics, College of Business and Public 
Administration, University of Arizona, 


Peter Frevert: instructor in economics, DePauw University. 


Albert Frey: professor of marketing, Graduate School of Business, University of Pitts- 
burgh. 


Ronald Geddes, tax adviser for the Federation of Malaya: tax administration specialist, 
Brookings Institution Economic Specialists Group with the Republic of Vietnam, Saigon. 

Walter Gensurowsky: research associate, department of economics, Iowa State Uni- 
versity. 

Edward Greenberg: instructor in economics, University of Wisconsin, 1961-62. 

Oliver F. Guinn: assistant professor of economics, Washburn University. 
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Raymond M, Haas, Indiana University: assistant professor of marketing, West Virginia 
University. 


Marshall M. Hall: instructor in economics, University of Wisconsin, 1961-62, 


Joseph E. Hampton: professor of accounting, School of Business Administration, Ameri- 
can University. 


Joseph E, Haring: Brookings research professor in economics, Occidental College, 
1961-62. 


Paul T. Hartman, University of California, Berkeley: assistant professor of economics, 
Stanford University. 


David G. Hayes, Brown University: instructor in economics, Pennsylvania State Uni- 
versity. 


James E. Hibdon, Texas A. and M. College: associate professor of economics, University 
of Oklahoma, 


Edmund R., Hill, University of Pittsburgh: assistant professor, department of economics, 
Gettysburg College. 


Karel Holbik: associate professor of economics, Boston University. 


Charles C. Holt, Carnegie Institute of Technology: professor of economics, University 
of Wisconsin. 


Franklyn D. Holzman, University of Washington: Tufts College. 


George R. Horton, Jr., University of Virginia: assistant professor of economics, College 
of Business Administration, University of Georgia. 


David S, Huang: assistant professor of economics, University of Texas. 
John J. Hughes: associate professor of economics, Boston University. 
Raymond F. D. Hutchings: lecturer in economics, University of Maryland. 


Boris Ischboldin: professor of economics, School of Commerce and Finance, Saint Louis 
University. 


Edward B, Jakubauskas: instructor in economics, University of Wisconsin, 1961-62. 
Edward J. Kane, Iowa State University: assistant professor of economics, Princeton 
University. 


Saul Katz: associate professor of economic and social development, Graduate School of 
Public and International Affairs and associate professor of agricultural economics, Division 
of the Social Sciences, University of Pittsburgh. 


Robert W. Kautz: visiting associate professor of economics, University of Saskatchewan, 
1961-62. 


Erwin L, Kelly: assistant professor of economics, University of California, Los Angeles. 
Dominic N. Khactu: assistant professor of economics, University of North Dakota. 
Gilbert Klose: assistant professor of economics, Earlham College. 

Ahmed Kooros: assistant professor of economics, Rutgers—The State University. 
Yehuda Kotowitz: assistant professor of political economy, Johns Hopkins University. 
John Kreidle, University of Arkansas: Parsons College, Fairfield, Iowa. 


John M. Kuhlman, University of Cincinnati: associate professor of economics, University 
of Missouri. 
Kelvin J. Lancaster: visiting professor of economics, Brown University, 1961-62. 


L. Leitch, Great West Life Assurance Co.: associate professor of finance, University of 
Alberta. 


Kari Levitt: lecturer in economics, McGill University, 1961-62. 


Irving O. Linger, Texas College of Arts and Industries: associate professor, department 
of economics, Texas A. and M. College. 


James Longstreet: lecturer in finance, Wharton School, University of Pennsylvania. 
Raymond C. Malley, Texaco Oil Inc.: consultant, Development Loan Fund. 
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Garth Mangum: associate professor of economics and member of the graduate business 
faculty, Brigham Young University. 


Robert K, Mann: instructor, department of economics, Iowa State University. 
Philip Marcus: assistant professor of economics, University of North Dakota. 
Gordon A, Marker: lecturer, department of economics, Rutgers—The State University. 
Melvin T. McClure: assistant professor of business and economics, University of Maine. 


Stephen L. McDonald, Louisiana State University: professor of economics, University 
of Texas. 


Ronald I, McKinnon, Syracuse University: assistant professor of economics, Stanford 
University, 


Jack Melitz, University of Virginia: lecturer, University of California, Los Angeles, 
1961-62. 


Joseph J. Melone: assistant professor of insurance, Wharton School, University of 
Pennsylvania. 


Morris Mendelson: associate professor of finance, Wharton School, University of Penn- 
sylvania, 


Charles W. Meyer: instructor, department of economics, Iowa State University. 


Arthur C. Meyers, Jr.: professor of economics, School of Commerce and Finance, Saint 
Louis University. 


Merton H. Miller: professor of finance and economics, Graduate School of Business, 
University of Chicago. 
David B, Mirza, Northwestern University: instructor in economics, Dartmouth College. 


Herbert Mohring, Northwestern University: associate professor of economics, University 
of Minnesota. 


Amos M. Moore: assistant professor, department of economics, Rutgers—The State 


University. 

R, Joseph Monsen: assistant professor of economics and member of the graduate bus- 
iness faculty, Brigham Young University. 

Daniel C. Morgan, Jr.: assistant professor of economics, University of Texas. 


George G. S. Murphy, Stanford University: assistant professor of economics, University 
of California, Los Angeles. 


Edward Nadel: assistant professor of business and economics, University of Maine. 
J. Russell Nelson: lecturer in finance, University of Minnesota. 


Peter K. Newman, University College of the West Indies: professor of economics, Uni- 
versity of Michigan. 


M. B. Nicholson, ¥iassachusetts Institute of Technology: assistant professor of economics, 
Carnegie Institute of Technology. 


Herbert R. Northrup: professor of industry, Wharton School, University of Pennsyl- 
vania, 


Bernard Okun, Princeton University: associate professor of economics, Queens College. 


Daniel Orr: assistant professor of mathematical economics, Graduate School of Business, 
University of Chicago. 


James R. Ott, Jr., Harding College: assistant professor of economics, College of Business 
Administration, University of Georgia. 

Francis X. Owens: associate professor of business administration, School of Business 
Administration, American University. 

Philip C. Packard: assistant professor, University of Maryland. 

I. D. Pal, McGill University: assistant professor of economics, Victoria College. 


Samuel F. Parigi: assistant professor of economics, La Mar State College of Technology, 
Texas. 


Charles A. Partin: assistant professor of economics, New Mexico State College. 
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B, Peter Pashigian: visiting assistant professor of economics, Graduate School of Busi 
ness, University of Chicago. 


George L. Perry, Massachusetts Institute of Technology: assistant professor of economics, 
University of Minnesota. 


Robert F, Pethia, Ohio State University: instructor, department of economics and 
business administration, Duke University. 


Robert B. Pettengill, American University of Beirut: professor of economics, Delta 
College, Saginaw, Michigan. 


I, James Pikle, Jr., Southern Methodist University: associate professor of economics, 
College of Business Administration, University of Georgia. 
Robert Piron, lowa State University: instructor in economics, Oberlin College. 


Robert J, Pratt: instructor in business administration, Graduate School of Business, 
University of Pittsburgh. 


Charlotte A, Price: lecturer in economics, Barnard College. 

B. Robert Rafferty: assistant professor of economics, University of Kansas City. 
Robert W. Resek: assistant professor, department of economics, University of Mlinois. 
Clark Reynolds: assistant professor of economics, Occidental College. 


Leonard Rico: assistant professor of industry, Wharton School, University of Pennsyl- 
vania, 


Warren C. Robinson, Outdoor Recreation Resources Review Commission: assistant pro- 
fessor of economics, Pennsylvania State University. 


B. Rollins: assistant professor of finance, Faculty of Commerce, University of Alberta. 


Nathan Rosenberg, Wharton School, University of Pennsylvania: associate professor of 
economics, Purdue University. 


Kenneth J, Rothwell: visiting assistant professor of economics, Dartmouth College. 


Stephen W. Rousseas: visiting associate professor, Cornell University, 1961-62. 
Carl W. Rudelius: lecturer in marketing, University of Minnesota. 


Milton Russell, lowa State University, Ames: assistant professor, department of eco- 
nomics, Texas Christian University. 


A. O. Saffel; associate professor of accounting, University of Alberta. 


Bernard Saffran: assistant professor, department of economics, University of California, 
Berkeley. 


Henry Sanborn: department of economics, City College of New York. 
Ryuzo Sato: assistant professor, University of Washington, for two years. 


Constance C. Schnabel, Northwestern University: instructor in economics, Iowa State 
University. 


Morton Schnabel; Northwestern University: instructor in economics, Iowa State Uni- 
versity. 


Charles L. Schultze: associate professor, University of Maryland. 
Stanley J. Shapiro: lecturer in marketing, Wharton School, University of Pennsylvania. 
Page Sharp: instructor in economics, University of Alabama. 


Arthur O. Sharron, Duquesne University: professor of management, C. W. Post College, 
Long Island University. 


Hale T. Shenefield, International Cooperation Administration: staff of Inter-American 
Development Bank, Division of Technical Assistance. 


William O. Shropshire: assistant professor of economics, Emory University. 


Barry N. Siegel, University of Utah: associate professor of economics, University of 
Oregon. 


C. F. Smythe: visiting lecturer in industrial relations, University of Minnesota, 1961-62. 
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Benson Soffer, University of Pittsburgh: associate professor of industry, Wharton 
School, University of Pennsylvania. 


Harold M. Somers, University of Buffalo: professor of economics, University of 
California, Los Angeles. 


Louis M. Spadaro: professor of economics, Fordham University. 
Alan A. Spiro: department of economics, City College of New York, 1961-62. 


Robert M. Stern, Columbia University; assistant professor of economics, University of 
Michigan. 


Anthony H. Stocks, University of Buffalo: assistant professor of economics, College of 
Commerce, West Virginia University. 


Viadimir L. Stoikov: assistant professor of economics, Wesleyan University. 
Charles B, Straut: instructor in economics, Princeton University. 
Craig Stubblebine: assistant professor of economics, University of Virginia, 1961-62. 


Edward Sussna: associate professor of managerial economics, Graduate School of Bus 
iness, University of Pittsburgh. 


Henry Tenenbaum: member of international panel invited by government of Turkey 
to study state economic enterprises, under ICA sponsorship. 

Paul T. Therkildsen, University of Omaha: project associate, workshop on public finance 
and income distribution, University of Wisconsin, 1961-62. 

Judith G. Thornton, Syracuse University: assistant professor, University of Washington, 
1961-62, 

John J. Treacy, Tulane University: assistant professor of economics, Texas A. and M. 
College, 

Vien-I Tu: instructor in economics, University of Saskatchewan, 1961-62. 

Melville J. Ulmer: professor of economics, University of Maryland. 

M. Vance, Department of National Revenue, Saskatoon: assistant professor of account- 
ing, University of Alberta. 

Jose Vergara: lecturer in economics, University of Virginia, 1961-62. 

Felipe S. Viscasillas: Special Assistant for Economic Affairs to the Governor of Puerto 
Rico. 

William D. Wagoner: assistant professor of economics, University of Wyoming. 


Caron R. Waits: assistant professor of economics, Northwestern State College, 
Natchitoches, Louisiana. 


Stanley L. Warner: assistant professor of business, Northwestern University. 
Paul Weinstein: assistant professor of economics, University of Pittsburgh. 
Edward L, Whalen: lecturer, department of economics, Indiana University. 


Simon N, Whitney, Federal Trade Commission: professor of economics, Rutgers—The 
State University. 


Billy H. Wilkins: assistant professor of economics, Oregon State University. 


G. Winters, Ontario Department of Agriculture: assistant professor of marketing, Uni 
versity of Alberta. 


Richard B. Wirthlin, University of California, Berkeley: assistant professor of eco- 
nomics, Brigham Young University. 
James G. Witte, Jr., University of Pittsburgh: assistant professor, Indiana University. 


Robert J. Wolfson, University of California, Los Angeles: project director, Los Angeles 
Research Center, C-E-I-R Inc. 

Joseph Zaremba, New York State College of Forestry: associate professor of economics, 
Fordham University. 

Arnold Zellner, University of Washington: University of Wisconsin. 
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Leaves for Special Appointments and Assignments 
Michael Albery, Boston College: special U.N, economic adviser to government of 
Paraguay, June 1961 to June 1962. 


Henry G. Aubrey, Council on Foreign Relations: visiting professor of international 
economic relations, Columbia University, 


Friedrich Baerwald: guest professor, University of Muenster, West Germany, 1961-62. 


Bela Balassa, Yale University: visiting assistant professor, department of economics, 
University of California, Berkeley, 1961-62. 


W. L. Baldwin, Dartmouth University: visiting assistant professor, Princeton University, 
1961-62. 


Dwight S. Brothers, Rics University: visiting professor, Center for Advanced Study, 
Brookings Institution, 1961-62. 


James M, Buchanan, University of Virginia: Fulbright visiting professor, Cambridge 
University, 1961-62. 


Philip Cagan, Brown University: visiting associate professor of economics, Carnegie 
Institute of Technology, 1961-62. 


Robert Campbell, University of Oregon: lecturer, Trinity College, Dublin, Ireland. 
Joseph R, Cammarosano: fiscal economist, Bureau of the Budget. 
Reynold E, Carlson, Vanderbilt University: Vargas Foundation in Brazil, 1961-62. 


Frank C. Child, Michigan State University: visiting associate professor of economics, 
Stanford University, 1961-62. 


Meredith O. Clement, Dartmouth College: visiting assistant professor, department of 
economics, University of California, Berkeley, 1961-62. 

William P. Dillingham, Florida State University: Fulbright award to lecture in Spanish 
at the University of Madrid and the University of Barcelona, 1961-62. 

Robert Ferguson, New York State School of Industrial and Labor Relations: lecturer, 
department of economics, University of Leicester, England, 

Nicholas Georgescu-Roegen, Vanderbilt University: Vanderbilt-Overseas professor at 
Osaka University and Hitotsubashi University beginning February 1962 for one year. 

Carter Goodrich, Columbia University: University of Buenos Aires, Argentina, 1961-62. 

Challis A. Hall, Yale University: staff of the National Bureau of Economic Research 
beginning July 1, 1961 for one year. 

John C. Hause, University of Chicago: visiting assistant professor of economics, Uni 
versity of Minnesota for the academic year 1961-62. 

Albert O, Hirschman, Columbia University: Twentieth Century Fund for the academic 
year 1961-62. 

Wayne E. Howard, Wharton School, University of Pennsylvania: assistant to the 
director of the Federal Mediation and Conciliation Service. 

Alexandre Kafka, University of Virginia: director of research program in economic 
development, Brazilian Institute of Economics, 1961-62. 


Harry C. Kahn, Rutgers University: to participate in a study dealing with Taxation 
Policy for Economic Growth conducted by the National Bureau of Economic Research, 
July 1, 1961 to January 31, 1962. 

Reuben A. Kessel, University of Chicago: staff of the National Bureau of Economic 
Research for one year beginning September 1, 1961. 

Stanley Lebergott, Bureau of the Budget: visiting professor of economics, Stanford 
University, 1961-62. 

Arthur Leigh, Reed College, Oregon: visiting professor, department of economics, Uni- 
versity of California, Berkeley, 1961-62. 

John M. Letiche, University of California, Berkeley: special technical advisor, the U.N. 
Economic Commission for Africa, in Addis Ababa, Ethiopia, 1961-62. 
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Edwin H. Lewis, University of Minnesota: Fulbright award to lecture at the University 
of Madrid and the University of Barcelona, Spain, 1961-62. 


Jesse W. Markham, Princeton University: visiting professor, Harvard University, 
1961-62. 


Thomas Mayer, Michigan State University: visiting associate professor, department of 
economics, University of California, Berkeley, 1961-62. 


Joseph P. McKenna, Boston College: visiting lecturer, Bologna, Italy Center, School of 
Advanced International Studies, Johns Hopkins University, for two years. 


Henry S. Miller, Queens College: Fulbright award to lecture in economic statistics at 
Ankara University, Turkey, 1961-62. 


William H. Nicholls, Vanderbilt University: visiting professor of economics, Harvard 
University, 1961-62. 

Anthony Pascal, The Ranp Corporation: economics department, University of Nuevo 
Leon, Monterrey, Mexico, 1961-62. 


Don Patinkin, Hebrew University, Jerusalem: visiting research professor, department of 
economics, University of California, Berkeley, 1961-62. 


Frank C. Pierson, Swarthmore College: research professor, Brookings Institution, 
1961-62. 


Giulio Pontecorvo, Bowdoin College: visiting assistant professor, University of Wash- 
ington, 1961-62. 
Jacob Schmookler, University of Minnesota: Harvard University 1961-62. 


Arthur Schweitzer, Indiana University: Fulbright professorship at the Free University of 
Berlin. 


Donald D. Steward, Ohio State University: agricultural economist, Ohio State contract 
team, India, for two years. 


Richard J. Ward, Long Island University: program economist, ICA mission at Ammen, 
Jordan. 


Melvin I. White, Brooklyn College: staff of the National Bureau of Economic Research 
beginning July 1961 for one year. 


Leland B. Yeager, University of Virginia: visiting professor, Southern Methodist Uni- 
versity, second semester of current academic year. 


H. Edwin Young, University of Wisconsin: Harvard Advisory Commission to the gov- 
ernment of Pakistan, 1961-62. 


Resignations 
John D. Coupe: University of Maine. 
Frank B, Gopen: Babson’s Reports, Inc. 
Bernard P. Herber: University of Arizona. 
Jules Joskow: City College of New York. 
Arthur Kruger: Wharton School, University of Pennsylvania. 
Robert C. Ortner: Wharton School, University of Pennsylvania. 


Miscellaneous 


Lawrence R. Klein: recipient of Golden Plate award from the Academy of Achievement, 
Monterey, California, September 1961. 

Frank H. Knight: recipient of Golden Plate award from the Academy of Achievement, 
Monterey, California, September 1961. 

Frederick C. Mills, Hepburn Professor of Economics, Emeritus, Columbia University : 
awarded Honorary Doctor of Laws degree, Columbia University, June 1961. 

Theodore O, Yntema, Ford Motor Company: elected chairman of Research and Policy 
Committee of the Committee for Economic Development. 
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FIFTY-EIGHTH LIST OF DOCTORAL DISSERTATIONS IN 
POLITICAL ECONOMY IN AMERICAN UNIVERSITIES 
AND COLLEGES 


The present list specifies doctoral degrees conferred during the academic year terminating 
June 1961, and theses undertaken in the same period. 


General Economics; Methodology 


Theses in Preparation 
Braise F. Retnwarvt, B.B.A. St. Bonaventure 1949; M.A. Catholic 1958, The contribu- 
tions of Richard Jones to economic methodology and theory. Catholic 
Wituiam Waite, M.S. Columbia 1947, The economics of communication and the modern 
pluralistic society. Georgetown. 


Murray Worrson, B.S. City 1948; M.S. Wisconsin 1954. Criteria of meaning in economic 
theory. Wisconsin. 


Price and Allocation Theory; Income and Employment Theory; 
History of Economic Thought 


Degrees Conferred 


Ricwarp H. Day, Ph.D. Harvard 1961, Recursive programming and production response. 

Louis De Atesst, Ph.D. California (Los Angeles) 1961, Uncertainty and the redistribution 
of wealth ‘by inflation; an empirical test with United Kingdom data (1948-1957). 

Prorsus Durymes, Ph.D, Mass. Inst. Technology 1961. Resource allocation implications 
and measurement of sectoral productivity parameters in a multi-sectoral economy. 

Louts A. Dow, Ph.D. Indiana 1960. A critical evaluation of the wage theories and wage 
policies of the Chicago School. 

Josern Ecan, Ph.D. Georgetown 1961. Qualitative economic changes in secular inflation. 


ZeicnieEw M. Fartensucut, Ph.D. McGill 1961. Capital accumulation and allocation in 
the Communist system. 


Gary Fromm, Ph.D. Harvard 1961, Prices, profits and productivity. 


Artuur I. Grant, Ph.D. Pennsylvania 1961, Wage and non-wage shares in business 
product, 1899-1929, 


James G. Hirton, Ph.D. Iowa (Ames) 1960. An application of inventory theory to farm 
equipment repair parts. 
SHERMAN R. Krupp, Ph.D. California (Berkeley) 1961. A critique of organization theory. 


Yosutro Kuratant, Ph.D. California (Los Angeles) 1961. Test of anticipated inflation: 
an empirical study, 


Ronatp I, McKrnnon, Ph.D. Minnesota 1961. The employment of labor and the cost of 
capital in manufacturing industries as they are re'ated to wage changes and technological 
progress. 


Acsert A. Montcomery, Ph.D. Iowa 1960. An evs'uation of the balance sheet approach 
to the theory of the firm. 


Amos M. Moore, Ph.D. North Carolina 1961, The use of Engel curves as welfare indica- 
tors. 


Geratp L, Norpvgutst, Ph.D. Iowa 1960. Activity analysis and the theory of the firm. 
Wa ter Y. O1, Ph.D. Chicago 1961. Labor as a quasi-fixed factor of production. 
Frank Petre.ta, Jr., Ph.D. Notre Dame 1961. Edmund Burke and classical economics. 
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Roserr W. Resex, Ph.D. Harvard 1961, Neutrality of technical change and aggregate 
production. 

Tuomas R. Savino, Ph.D. Chicago 1960. The estimation of the optimal scale of enterprise. 

Frevertck C. ScHaprack, Ph.D. California 1961. The determinants of expenditures on 
commercial construction in the United Stctes, 1920-1955, 

Howarp J. SHerman, Ph.D. California (Berkeley) 1960. Profit rates: relation to cyclical 
fluctuations and corporate size, U.S.A., 1931-1958. 

Evcene Smorensky, Ph.D. Pennsylvania 1961, Some factors affecting the location of 
economic activity and the size distribution of income. 

Josern L. Tryon, Ph.D, Harvard 1961. Factors which influence the behavior of business 
inventories. 

Txomas A. Witson, Ph.D. Harvard 1961. The inflationary process in the machinery 
sector. 


Theses in Preparation 


Nassau A, Apams, B.Com.Sc., Queens Univ, 1958; M.A. Harvard 1960. The structure of 
imports, capital formation, and economic growth. Harvard. 

Harvey A. Avercu, B.A. Colorado 1958. Growth models subject to welfare constraints. 
North Carolina. 

Ronatp G, Bopxrn, B.A. Swarthmore 1957; M.A. Pennsylvania 1959, Some macro- 
economics of wages and prices. Pennsylvania. 

Avpert A. Frrzpatricx, B.S. Southern California 1949; M.B.A. 1951; M.S. Baylor 1956. 
A comparative analysis of the pricing methods of selected manufacturing industries. 
Southern California. 

Seano D. Gervast, B.A. Oxford 1956; M.A. 1960. Welfare theory and the concept of 
economic surplus. Cornell. 


Joun T. Hovx, Jr. B.A. Brown 1955; M.A. Swedish Univ. Econ. (Finland) 1956. 
Problem of consumer spending and saving: a theoretical study. American. 

M. Bruce Johnson, B.A. Carleton 1955; M.A. Northwestern 1960, New theories of the 
consumption function and the demand for consumer durable goods; some empirical tests. 
Northwestern. 


Rosert L. Karo, B.S. Ohio 1954; M.A. 1955. A theory of crude oil prices; a study of 
vertical integration and percentage depletion allowance. Pittsburgh. 

J. Dantet Kxazzoom, B.S. Tel-Aviv 1957. Growth without inflation. Harvard. 

Munmasa C. Koprxara, B.S. Ceylon 1949; M.Sc. Cambridge 1953. Resource allocation 
under uncertainty; case of a primary goods producing country. Stanford. 

Yenuva Kortrowrrz, B.A. Hebrew 1956. Pricing and output in oligopoly, cartels and 
monopoly. Chicago. 

Morvecuay Kurz, B.A. Hebrew 1957; M.A. Yale 1958. Capital valuation in a two-sectors 
growth model. Vale. 

Granam C. McLaren, B.Com. Melbourne 1955. The relation of corporate investment to 
retained earnings. Yale. 

Peter Mieszxowskt, B.S. McGill 1957; M.A. 1959. Distribution theory. Johns Hopkins. 

Tuomas S. Mort, B.A. Kobe 1952. The theory of supply and demand in English classical 
economics—from Smith to Cairnes. Catholic. 

Curxkasnt Moricucnt, B.A. Kyoto 1956; M.A, 1958. An econometric analysis of inven- 
tory behavior. Michigan. 

Roy E. Murrny, Jr., B.S. Purdue 1950; M.S. Connecticut 1956. The effects of adaptive 
processes on economic decisions. Stanford. 


Ropert Nevseck, M.A. St. Louis 1953. The sales maximization hypothesis: a re-examina- 
tion. Georgetown. 
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Ricwarp E, Pasternak, B.S. Holy Cross 1957; M.A. Louisiana State 1959. Jeremy 
Bentham as an economist. Alabama. 

N. GopatakrisHNa Pitziat, B.A, Delhi 1951; M.A. 1953. Investment allocations and 
economic growth. McGill. 

T. M. Russert, B.Sc, London 1957; M.A, Toronto 1960. Some aspects of the relationship 
between profits, growth and concentration, Toronto. 

Scotr E. Seacer, B.A. Texas 1942; M.A. 1947. The influence of leverage on the cost of 
capital. Indiana. 

Lewis Suiprer, B.A. Wayne 1956; M.A. 1958. An analysis of consumer behavior from 
time series cross-section data. Michigan. 

Grerarvo P. Sicat, B.S.F.S. Philippines 1957; M.A. 1958. Linear theory and resource 
allocation (with special applications to development economics). Mass. Inst. Technology. 

Vincent D. Taytor, B.S. Calif. Inst. Technology 1958. Technical progress in a two- 
sector capital theory model. Mass. Inst. Technology. 

Brian R. Van Arxkapte, B.S.C. London School Econ. 1955; M.B.A. Dartmouth 1957. A 
study of the demand for investment goods by the United States steel industry. Cali- 
fornia (Berkeley). 

Anprew Wuuinston, B.A. Michigan 1957; M.S. Carnegie Inst. Technology 1959. A theory 
of decision making under uncertainty. Carnegie Inst. Technology. 

Menanem E. Yaari, B.A, Hebrew 1958. Problems of allocation and decision making 
under uncertainty. Stanford. 

JoserH Zrinvt, M.A. Montreal. Entrepreneurial motivation in economic theory : historical 
and analytical approach. Georgetown. 


Economic History; Economic Development; National Economies 


Degrees Conferred 
Hameep At-Qayst, Ph.D. Columbia 1961. An economic appraisal of Iraq petroleum 
concessions—a comparative study. 


Ratpu L, Anpreano, Ph.D. Northwestern 1960. Emergence of new competition in the 
petroleum industry before 1911. 


Lawrence Barss, Ph.D. Mass. Inst. Technology 1961. Political change and economic 
growth: a methodology applied to Japan, Turkey, and India. 

Joun A. Botromtey, Ph.D. Virginia 1961. Agricultural credit in Tripolitania. 

Cartes A. Cooper, Ph.D. Mass. Inst. Technology 1960. Agriculture, labor surplus, and 
foreign trade in Bulgaria, 1925-1960. 

Wriu1aM I, Davisson, Ph.D. Cornell 1961, The impact of electric power on the economic 
development of the Pacific Northwest. 

Dantet J. Epwarvs, Ph.D. Virginia 1961. Process of economic adaptation in a World 
War IT neutral country: a case study of Sweden. 

Marion Forrester, Ph.D, Bryn Mawr 1961. Capital formation in Kenya. 

Cartes C, Frost, Ph.D. Fletcher School 1961. The economic development of Com- 


munist China: a case study in the application of Soviet development doctrine to a 
labor-surplus economy. 


M. Nazem Haipar, Ph.D. Pennsylvania 1961. The economic process in selected Arab 
countries—prospects and fulfillment. 


Joun E. Hatop1, Jr., Ph.D. Stanford 1961. Economies of scale in economic development. 


Monammen P. Hasan, Ph.D. Yale 1961. Inflation and balance of payments: experience 
of Pakistan, 1951-59. 


Epmunp R. Hut, Ph.D. Pittsburgh 1961. A comparative study of the U.S. and Canadian 
economies based on selected key indicators—1929 to 1956, 
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Exrvanv Kanovsxy, Ph.D. Columbia 1961. The economy of the Israeli Kibbutz (Com- 
mune). 

Micuaet J. Kavanacu, Ph.D. Fordham 1961. An application of growth-model concepts 
to the programming of development in the Irish economy. 

Acustrn L, Krytanar, Jr., Ph.D. Vale 1961. An analysis of the effects of certain modifi- 
cations in the tax structure on the rate of economic development of the Philippines. 

Hetrnz Kouter, Ph.D. Michigan 1961. East Germany’s economic integration into the Com- 
munist bloc. 

Marvin E. Lez, Ph.D. North Carolina 1961. Industrialization, land tenure and the birth 
rate in the Southeast. 

Kutpre S. Matt, Ph.D. Indiana 1960, Financing economic development of Burma since 
independence. 

Jacos P. Meerman, Ph.D. Chicago 1961, Nicholas Biddle on central banking. 

Ivo Moraverx, Ph.D. Tndiana 1959, The great desideratum: the Soviet search for indus- 
trial expansion. 

Joun J. Murpny, Ph.D. Yale 1961. The establishment of the American clock industry: 
a study in entrepreneurial history. 

Atvan J. Opersxy, Ph.D. Michigan 1961. Preconditions of economic development: an 
analysis of the Japanese case. 

Cartes A, Parttn, Ph.D. Texas 1961. Roots of state entrepreneurship in Australia, 
Canada, and the United States: a comparative study. 

H. C. Penttanp, Ph.D. Toronto 1961, Labour in Canada in the early 19th century. 

Asput Qaptr, Ph.D. Clark 1961. Take-off to self-sustained economic growth: problems 
and prospects of Pakistan. 

Riazur RAHMAN, Ph.D. Pennsylvania 1961. Selected problems in the rapid erenpent 
of the cotton textile industry in Pakistan. 

Tuerovore K, Ruprecut, Ph.D. California (Berkeley) 1961, The demographic factor in 
Egyptian economic progress. 

Mansour Sapri, Ph.D. Pennsylvania 1961. Economic planning in Iran—a study of entre- 
preneurial problems during economic growth. 

Kunicutro Sakura, Ph.D. Syracuse 1961. Financial aspects of economic development of 
Japan from 1868 to present. 

Ezzepin M. SHamsiven, Ph.D. Florida 1960. The economic impact of development: a case 
study of the Litani river and other projects in Lebanon. 

Donato G. Tarmsy, Ph.D. Rutgers 1961. Chapters from the business career of William 
Constable: a merchant of post-revolutionary New York. 

Putte S. Tomas, Ph.D. Michigan 1961. Capital intensity and the theory of technical 
choice with special reference to India. 

Wittram D. Waconer, Ph.D. Texas 1961. The non-free worker in post Civil War Ameri- 
can history. 

Nitisastro Wipyoyo, Ph.D. California (Berkeley) 1961. Migration, population growth, 
and economic development in Indonesia: a study of the economic consequences of 
alternative patterns of inter-island migration. 


Theses in Preparation t 


Donato W. Barrresen, B.A. Occidental 1950; M.A. California (Los Angeles) 1961. The 
effectiveness of multiple exchange rate systems in the economic development of Chile 
1946-1958. California (Los Angeles). 

Rosert BrncHAM, B.A. DePauw 1950. The Deisel locomotive: a study in innovation. 
Northwestern. 


E. J. R. Boorm, B.S. McGill 1951; M.S. Connecticut, 1953. Economic development in 
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eastern Oklahoma until 1950: the impact of a rigid settlement pattern, meager indus- 
trialization and agricultural adjustment in a low-income rural area. Vanderbilt. 

Joun D. Bowman, B.A. Reed 1957; M.A, Washington 1959, Changes in land values and 
farm profits in the North Central Midwest, 1870-1900. Yale. 

Evancetos A. Catamitsis, B.A. American (Cairo) 1954; M.A. Stanford 1955. Interna- 
tional trade and economic development; a study of commercial policy for development 
in theory and practice with some applications to Egypt. Harvard. 

C. V. CaLtLenper, B.A. Toronto 1959; M.A. 1960. The West Indies federation: some eco- 
nomic problems and prospects. Toronto. 

Davip J. Cantor, B.A. Boston 1957; M.A. 1958. Balanced vs. unbalanced growth in 
Ghana, Harvard. 

Joun C. Cuitwoop, Jr., B.A. Texas 1954; M.A. 1956. The conditions for economic 
progress in Colombia, S.A., and their relation to frontier theory. Texas. 

BenjAMIN I. Couen, B.A. Harvard 1958. Indian export promotion. Harvard. 

Marcia Davipson, B.A. Mount Holyoke 1957. The economic enlightenment in Spain. 
Duke. 

Manoranjan Dutta, B.A. Calcutta 1946; M.A. 1950. Some econometrics about the 
foreign sector of Indian economy. Pennsylvania, 

Atryat Farac, B.Com. Cairo 1956. Problems of economic integration: a case study of the 
Egyptian-Syrian Union. Michigan. 

Noet J. J. Fartey, B.Com. University College, Dublin 1955; M.A. Yale 1957. Frustrated 
anticipations: Irish economic progress—an examination of the period 1948-1956. Yale. 
Donatp H. Farness, B.A. Reed 1957, The timing of American industrialization. Wash- 

ington. 

Cuares P. Fisupavocs, B.A. Western Reserve 1952; M.A. Ohio 1957. The Howard ship- 
yards of Jeffersonville, Indiana and economic history. Indiana. 

Ratpw E, Fretty, B.A. Iowa 1953; M.A. Drake 1958; M.A. Fletcher School 1959; 
M.A.L.D. 1960. The role of government in the economic development of underdeveloped 
countries. Fletcher School, 

LotHar H. Hiiune, B.A. Monmouth 1954; M.B.A. Wisconsin 1957. The role of the most 
important national and international organizations in financing needs of underdeveloped 
countries. Wisconsin. 

Mamoru Isuixawa, B.A. Milligan 1957. Industry mix and differential economic growth 
of Tennessee counties 1950-60. Vanderbilt. 

Henry J. Jarocue, B.A. Chicago 1947; M.A. Wayne 1949. Financial aspects of economic 
development in the United States 1787-1825. Michigan. 

Cuevut Wevun Kano, B.A. King 1958; M.S. Wisconsin 1960. Indian balance of payments 
and the five year plans. Wisconsin. 

Basure A. KaraMatt, B.A. Sind Muslim College 1951; M.A. 1954; M.A. Yale 1958. 
Entrepreneurship and development: an analysis of Pakistan’s industrial growth 1947-57. 
Yale. 

Lusomyr Kowat, B.A. St. Francis College 1955; M.B.A. Detroit 1957. The development 
of the Ukraine 1917-1959, Jilinois. 

CuristorHeR T. Kurien, B.A. Madras, Tambaram 1953; M.A. 1955. Technology and 
market structure: an aspect of economic development. Stanford. 

Daviv F, Lomax, B.A. Cambridge 1957; M.A. Stanford 1959. Financial aspects of Peru- 
vian development. Stanford. 

Gorvon A. Marker, B.A. Oregon 1955. Internal migration and economic development in 
France 1872-1911. Pennsylvania. 

Ravi Mayor, B.A. Punjab 1951; M.A. Edinburgh 1956. Watkins Mayor and Co.—A study 
in industrial and commercial development in India. Catholic. 
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Lacutan McGrecor, B.Com. Melbourne, 1954 Hansurs degree 1956. The initiation of 
economic growth in Australia during the nineteenth century. Northwestern. 

Peter F. M. McLoveutuin, B.A. British Columbia 1951. Comparative factors in the eco- 
nomic development of three East African tribes. Texas. 

Donatp C. Mean, B.A. Haverford 1956; M.A. Yale 1957. Monetary analysis of an under- 
developed economy : a case study of British East Africa. Yale. 

Ropert A. Minick, Jr., B.S. North Texas State 1951; M.S. 1955. The industrialization of 
Brazil, with special reference to manufacturing. Texas. 

Wattace M. Netson, B.S. U.S. Naval Academy 1935; M.E.A. George Washington 1957. 
Florida’s economic development 1870-1930. Florida. 

Stantey A. Nicnotson, B.A. Montana State 1958. Investment criteria and economic de- 
velopment in Ghana. Duke. 

Roprico A. Nunez, B.S. Franklin & Marshall 1955; M.A. Chicago 1960, Factors under- 
lying the under-utilization of resources in Panama. Chicago. 

Harrtson Parker, B.S. Cornell 1944; M.A. Columbia 1948; M.P.A. Harvard 1959. Eco- 
nomic effectiveness of Indian community development program. Harvard. 

Ruvoten Penner, B.Com. Toronto 1958. International influences on the effectiveness of 
stabilization policy in Canada. Johns Hopkins. 

Gorvon K. Prerson, B.B.A. Washington 1952. A study of the relationship between literacy 
and economic growth. Washington. 

BRAHMANAND Prasap, B.Com. Razendra College 1944; M.Com. Allahabad 1946. The 
Keynesian apparatus in Indian planning for capital formation. Tulane. 

Martin Primack, B.S. Pennsylvania State 1953; M.A. Maryland 1958. Farm formed 
capital in American agriculture 1840-1910. North Carolina. 

B. Ropert Rarrerty, B.B.A. New Mexico 1950; M.A. 1954. The bearing of political 
changes on economic development in Bolivia. Texas. 

Crark W. Reynotps, B.A. Claremont 1956. Historical and developmental relationships of 
the copper industry to the economy of Chile. California (Berkeley). 

Jrummy R. Revenant, B.S. Newberry 1958. Measuring rates of return on industrial sub- 
sidization. Virginia. 

Apert J. Roptnson, B.Com. Melbourne 1949; B.A. Canberra 1953. Some aspects of eco- 
nomic growth in Australia, 1946-59. Duke. 

Grorce B. Summons, B.A. Louisville 1953; M.B.A. Indiana 1957. A theoretical framework 
for the evaluation of market potential in underdeveloped countries. Indiana. 

Litrteton W. Sumpson, B.A. Randolph Macon 1950. Conflicts of interest in changing eco- 
nomic structures in the South. Virginia. 

Pritam Stncu, B.A. Punjab 1939; M.A. Michigan 1950, Price policy for economic de- 
velopment with special reference to India. Michigan. 

WittiaM P. Smits, B.A. Drury 1956, The American firearms industry 1870-1910. North- 
western, 


Ian A. Stewart, B.A. Queens 1954; M.A. Oxford 1956. A quarterly econometric model 
of the Canadian economy 1946-1961. Cornell. 


Ricwarp H. Titty, B.A. Wisconsin 1955. Private banking and the industrialization of 
Germany in the nineteenth century, Wisconsin. 


Joun A. Tomaske, B.A. Washington State 1956. International migration and economic 
development 1860-1914. Washington. 
Buty H. Wirxins, B.B.A. Texas A & I 1956; M.S. 1957. Effects on the economy of 


Venezuela of actions by the American petroleum industry and regulating agencies. 
Texas. 


Pan A. Yortopoutos, Dipl. Athens (Greece) 1955; M.A. Kansas 1957. An analysis and 


empirical test of disguised unemployment in underdeveloped areas. California (Los 
Angeles). 
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Statistical Methods; Econometrics; Social Accounting 
Degrees Conferred 
Vincent E. Cancetost, Ph.D. Arkansas 1961. A statistical method of forecasting gasoline 
consumption at the state level. 
Joun W. Hoover, Ph.D. Stanford 1961. Simultaneous equations am correlation theory. 
James L. McKenney, Ph.D. California (Los Angeles) 1961. Simultaneous multi-program- 
ming of electronic computers. 
Nem R. Patng, Ph.D. Texas 1961. Mathematical programming in portfolio selection. 
Norman B, RusHrortH, Ph.D. Cornell 1961. A comparison of sample correlation ma- 
trices and a multivariate analysis of job concepts of selected industrial executive groups. 
Joun C. Tompson, Ph.D. Illinois 1961. A critical analysis of the theory, quantification, 


and uses of regional social accounts, emphasizing the disciplines of economics, business 
accounting, and geography. 


Theses in Preparation 


Wiittam A. Cuance, B.S. Kansas 1954; M.A. Kansas 1959. Simulation of behavior of 
an economic model under different assumptions concerning parameter values and func- 
tional relationships, Kansas. 

Greratp Cuirps, B.B.A. City 1959. Construction and estimation of a simultaneous equa- 
tion model of the inventory investment cycle. Mass. Inst. Technology. 

Ricuarp M. Duvatt, B.S. Clemson 1957. The theory and practice of the measurement of 
seasonal variation. North Carolina. 

JEANNETTE Fitzwitiiams, B.A. Vassar 1934; M.A. George Washington 1951. Wealth of the 
wealthy,: 19538. American. 

Manruzut Hua, B.A. Dacca 1954; M.A. 1955. Federal government in a system of state 
income and product accounts. Washington (St. Louis). 

ArtHur P. Hurter, B.S. Northwestern 1956; M.S. 1957. A production function for an 
industrial process: petroleum refining. Northwestern. 

Rrxvuma Ito, B.S. mae 1956; M.A. 1959. A multivariate analysis of nonsampling errors. 
Illinois. 

Nem R. Parne, BA. Rice 1957; M.B.A. Texas 1959. Selected aspects of applications of 
mathematical programming in portfolic selection. Texas. 

Tuomas ROTHENBERG, B.A. Michigan 1958; M.A. Michigan 1959. Statistical methods for 
economic forecasting. Mass. Inst. Technology. 

Harotp R. Swenson, B.S. Illinois Inst. Technology 1950; M.S. 1954. Economic models 
for design tolerance. Chicago. 

Georce C. H. Trao, B.A. National Taiwan Univ. 1955; M.B.A. New York 1958. Statistical 
inference in economics, Bayes-theoretic solutions. Wisconsin. 

STanLEY Warner, B.S. Northwestern 1950. Stochastic choice of mode in urban travel: a 
study in binary choice. Northwestern. 

Leon Weoce, Actuary Louvain 1957; Lic. Econ. Sc. 1958; Lic. Comm. Sc. 1955; Bacch. 
Phil. 1957. Distributed lags. Mass. Inst. Technology. 


Economic Systems; Planning and Reform; Cooperation 
Degrees Conferred 


Att Monammap CHavupury, Ph.D. Ohio 1960. The use of a farm management approach 
in solving agricultural problems in Pakistan. 

Gtom. IsaraPpanpH, Ph.D. Wisconsin 1961. A comparison of the legal economic features 
of competitive organization in the United States and Tha‘land. 

Herpert S. Levine, Ph.D. Harvard 1961. A study in economic planning: the Soviet in- 
dustrial supply system. 
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Raymonp J. Monsen, Jr., Ph.D. California (Berkeley) 1960. Ideologies of modern Ameri- 
can capitalism. 


Theses in Preparation 
Donato G. Davison, B.S.C. Iowa 1951; M.A. 1954. The Indian second five year plan. 
lowa. 


Wattace A. Renserc, B.S. Montana State 1949; M.S. 1959. Role of cooperative arrange- 
ments in agricultural processing industries. Wisconsin. 


Lawrence A. Rens, B.S. Wisconsin State 1950. Cooperative business arrangements. Wis- 
consin. 


Josep SKEHAN, B.A. Syracuse 1947, The history of British socialism. Georgetown. 


Marvin J. Srernperc, B.A. California 1955, Land tenure and land reform in Chile. Cali- 
fornia (Berkeley). 


Exias H. Tuma, B.A. Redlands 1957. Economics, politics, and land reform in selected 
countries. California (Berkeley). 


Business Fluctuations 
Degrees Conferred 
Warp S. Curran, Ph.D. Columbia 1961. The business community and the policy of full 
employment. 


Ricwarp A, Hotmes, Ph.D. Indiana 1960. An appraisal of the Canadian survey of business 
investment intentions. 


BenyaMin Statin, Ph.D. New York 1961. Fluctuations in paperboard production. 


Theses in Preparation 
Crioprer Atmon, Jr., B.A. Vanderbilt 1956. Consistent forecasting in a dynamic general 
equilibrium system. Harvard. 
Nae Hoon Cuunc, B.A. Chungang Univ. (Korea) 1953; M.A. Ball State Teachers 1956. 
Inflation in Korea; a theoretical analysis. Michigan State. 


STaNLEY ENcEeRMAN, B.S. New York 1956; M.B.A. 1958. Regional aspects of stabiliza- 
tion policy. Johns Hopkins. 


Davin G. Haves, B.A. Clark; M.A. Brown 1959. Postwar corporate velocity. Brown. 


Rosert G. Koxat, B.S. Pennsylvania State 1956; M.S. 1957. Impact of disarmament on 
the composition of industry. Indiana University. 


Tuomas A. Witson, B.A. British Columbia 1957; M.A. Harvard 1959. Inflation of ma- 
chinery prices. Harvard. 


Money, Credit and Banking; Monetary Policy; Consumer 
Finance and Mortgage Credit 


Degrees Conferred 
Dantet S. Anearn, Ph.D. Columbia 1961, Aspects of Federal Reserve policy 1951-1959. 


Verne S. Atwater, Ph.D. New York 1961. The Radcliffe Report: implications for United 
States monetary policy. 


Crartes C. Baker, Jr. Ph.D. Harvard 1961. Liquidity management in the commercial 
bank. 


Jack Bame, Ph.D. New York 1961. The Paris money market—changing patterns in 
French money and finance. 
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Camm Ben-SHacnwar, Ph.D. New York 1961. Money, banking and monetary policy in 
Israel. 


Normanp Bernard, Ph.D. Boston College 1961. The “bills only” technique of open 
market operations. 


Grorce W. Berry, Ph.D. Texas 1961. Recent mortgage lending trends in Travis County, 
Texas. 


James R. Boso, Ph.D. Louisiana 1961. An analysis of the growth of savings and loan 
associations in the Ninth Federal Home Loan Bank District, 1945-1959. 


Witu1aM R, Bryan, Ph.D. Wisconsin 1961. Bank purchases of earning assets: a decision 
unit model. 


Davin J. Cuampers, Ph.D. Carnegie Inst. Technology 1961. Differential effects of credit 
restriction in periods of high activity. 

Apert J. Cuirrorp, Ph.D. Pennsylvania 1961. The independence of the Federal Reserve 
System. 

Larry L. Crum, Ph.D. Texas 1961. Federal regulation of bank holding companies. 

Joun V. Deaver, Ph.D. Chicago 1961. The Chilean inflation and the demand for money. 


Avet Exr-Gowuary, Ph.D. Syracuse 1961. Monetary policy in underdeveloped financial 
markets, 


Donatp D. Hester, Ph.D. Yale 1961. An empirical examination of a commercial bank 
loan offer function. 


Ouiver H. Jones, Ph.D. Pennsylvania State 1961. The secondary market for urban resi- 
dential mortgages. 


Epwarp J. Kang, Ph.D, Mass. Inst. Technology 1960. The interregional flow of funds in 
the U.S.: 1955-1958. 


Leonarp Laupapio, Ph.D. Washington 1960. The adequacy of bank profits. 


Maw-Lin Lez, Ph.D. Wisconsin 1961. Patterns of installment borrowing by credit buyers 
of durable goods in 1956 and 1957. 


Seuno Yun Lee, Ph.D. Wisconsin 1961. Selective credit control for economic develop- 
ment. 


James Cuao-senc Ma, Ph.D. Texas 1960. A study of the People’s Bank of China. 


Bruce K. MacLaury, Ph.D. Harvard 1961. The Canadian money market, its development 
and its impact. 


ALEXANDER J. Meics, Ph.D. Chicago 1960. Free resources and interest rates in a theory of 
money supply determination. 


Koj1 Nakacawa, Ph.D. Syracuse 1961. Moneyflow approach to the analysis of cost-push 
inflation. 


Davip J. Ort, Ph.D. Maryland 1960. The financial development of Japan. 


Kenneth D. Patterson, Ph.D. Nebraska 1960. Competition between commercial banks 
and a production credit association: a case study. 


Cuar.oTte D, PHeEtps, Ph.D. Yale 1961. The impact of tightening credit on municipal 
capital expenditures in the United States. 


Craus W. Ruser, Ph.D. Mass. Inst. Technology 1969. Essays in monetary analysis. 


Rates SHaLtaH, Ph.D. California (Berkeley) 1960. Unification of the banking system in 
the United Arab Republic. 


Witt1aM O. Uzoaca, Ph.D. Fordham 1961. An analysis of the monetary and banking sys- 
tem of Nigeria. 


Jack Vernon, Ph.D. Northwestern 1961. Savings and loan response to monetary policies. 
Donatp A. Waker, Ph.D. Harvard 1961. Nacional Financiera of Mexico. 


Atpert M. Woynttower, Ph.D. Columbia 1961. Changes in the quality of business loans” 
of commercial banks. 
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Theses in Preparation 


G. Paut Batanants, B.A. Stanford 1957. Monetary policy, financial competition and bank 
capital. Stanford. 


Rosert L. Bennett, B.A. Texas 1951; M.A. Texas 1955. Financial intermediaries in Mexi- 
can economic development. Texas. 

Ernest Biocn, M.A. Columbia 1949. Corporate liquidity preference. New School. 

Ricwarp L. Borster, B.S. American 1954; M.B.A. New York 1956. Monetary policy 
and its effect on New York Stock Exchange security prices. American. 

Evcene F. Bricnam, B.S. North Carolina 1952; M.B.A. California 1957. The relative 
position of various intermediaries in the residential mortgage market. California 
(Berkeley) 


Artur L. Broma, B.A. Chicago 1940. “Liquidity” as a variable in monetary analysis. 
Chicago. 


Joun J. Brosxy, B.S. Lehigh 1956; B.S. Lehigh 1957; M.B.A. Lehigh 1958. Corporate 
liquidity. Texas. 

Ivan T. Catt, B.S. Brigham Young 1958; M.B.A. Indiana University 1959. A study of 
services which commercial banks perform for large business firms. Indiana. 

Freperrck W. Demrtnc, B.A. Princeton 1957; M.A. Yale 1958. An empirical study of 
Federal Reserve discourtin=. Vale. 

ArtHur R. Dorscn, B.S. Kutgers 1942; M.B.A. American Inter. College 1958. A study of 
consumer installment credit: the role it plays in the economy and its relationship to 
monetary policy. Florida. 


Gene L. Finn, B.S. Wisconsin 1959. Credit availability to Wisconsin small business. Wis- 
consin. 

Jesse C. Fisner, Jr., B.S. Davidson 1953; M.A. Duke 1955, Changes in the thought of 
certain post-Keynesian monetary economists. North Carolina. 

Constance M. Hicxs, B.A, Bryn Mawr 1955; M.A. Fletcher School 1956. Central bank- 
ing in underdeveloped countries, with special emphasis on three economies: the Union of 
South Africa, the Central African Federation, and Nigeria. Fletcher School. 

Satrm A. Hoss, B.B.A. American (Beirut) 1952; M.B.A. 1957. The roles of central bank- 
ing in Lebanon. Indiana. 


Cuartes Howarp, B.A. Guilford 1951; M.A. Vanderbilt 1952. Analysis of the commercial 
banks’ role in agricultural credit. Vanderbilt, 

Criarence J. Huizenca, B.A. Hope 1956; M.S. Carnegie Inst. Technology 1958. Alterna- 
tive bank reserve requirement proposals. Carnegie Inst. Technology. 

StepHen Hunter, B.A. Drew 1958. The rationale and effect of the “bills only” policy. 
Virginia. 

ALEXANDER J. Konvonassis, B.A. DePauw 1952; M.A. Indiana 1953. Monetary policies of 
the Bank of Greece 1949-1954; contributions to economic stability and growth. In- 
diana, 

James R. Leavy, B.A. California (Los Angeles) 1953; M.B.A, 1958. Federal home loan 
bank advances, policy and the growth of Southern California savings and loan associa- 
tions: 1950-1959. California (Los Angeles). 


Heten F. McHvon, B.S. Missouri 1958; M.S. 1959. Factors affecting family financial se- 
curity. Jowa (Ames). 

Bennie B. McNew, B.S. Arkansas State Teachers 1953; M.B.A. Arkansas 1954. Internal 
controls in commercial banks. Texas. 

Donato G. Meyer, B.A. Blackburn 1956; M.A, Northwestern 1959. The impact of 
monetary policy on state and local borrowing and capital formation, 1951-1960. North- 
western. 


Georce R. Morrison, B.A. Chicago 1950; M.A. 1952. Portfolio behavior of banks. Chi- 
cago. 
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Bruce H. Orson, B.A. Wabash 1957; M.B.A. Indiana 1959. Commercial banks: time 
funds as a source of growth. Indiana. 


Barrte Ricwarpson, B.A. Carleton 1955; M.B.A. Indiana 1956. Regulation of retail- 
credit patterns and problems. Indiana. 
Hyman Sarpt, M.A. Brooklyn 1959. The determinants of corporate savings. New School. 


Paut J. L. Scratz, B.S. Alabama 1934; M.S. 1935; L.L.B. Jones 1942. The development 
of credit unions in Alabama. Alabama. 


Grecory P. Spyropoutos, B.A. Athens (Greece) 1956. Banking for development. Harvard. 


Epwarp J. Stevens III, B.A. Haverford 1957; Yale 1959. The determinants of deposits 
and mortgage loans at savings and loan associations. Yale. 


Bastrios E. Tsacris, B.S. California 1948; M.S. Southern California 1956. The economic 
impact of savings and loan associations on residential construction in the Sacramento 
area. Southern California. 


Ricuarp C, Waits, B.A. Trinity 1949; M.A. Texas 1951. Monetary and financial develop- 
ments in Venezuela in the post-war period. Texas. 


Watiace G. Wess, B.S. Auburn 1956. An empirical study of offsetting changes in velocity 
by adjustment in the money supply. North Carolina. 


Joun F. Zorttner, B.A. Kansas 1957. A cost study of commercial banking. Harvard. 
James A, ZweRNEMAN, B.A. Stanford 1950; M.A. 1959. Development of credit unions 


in Massachusetts. Notre Dame. 
Public Finance; Fiscal Policy 
Degrees Conferred 


Davio A. BaerncorF, Ph.D. Stanford 1961. Regional interest rates: municipal bonds in 
California, 1900-1957. 


Laurie D. Betzunc, Ph.D. Texas 1961. Economic implications of state fiscal dependence 
on oil and natural gas taxation in Texas. 


Davi Bernstein, Ph.D. New York 1961. Budgeting ?n New York City. 


Ricuarp M. Brrp, Ph.D. Columbia 1961. Investment. and initial allowances under British 
income tax. 


Georce A. BisHor, Ph.D. Toronto 1961. Debt management as an instrument of compensa- 
tory policy in Canada 1946-1960. 


Geratp Boyte, Ph.D. Syracuse 1961, Economic aspects of charge-financing local govern- 
ment services. 


EvizaBetH L. Davin, Ph.D. Michigan 1961. Public preferences and the tax structure. 

Harotp M. Gorpstetn, Ph.D. Clark 1961. The impact of federal income disbursements on 
the southeastern states, 1929, 1939, 1949, and 1957. 

Tuomas F, Hapy, Ph.D. Minnesota 1961. An analysis of the distribution of the Minne- 
sota personal property tax. 

Joun D. Hetmspercer, Ph.D. Minnesota 1960. State and local taxation of banks. 

Grorce W. Jennincs, Ph.D. Virginia 1961. The fiscal history of Virginia from 1860 to 
1870. 

Artuur H. Jounson, Ph.D. Northwestern 1961. Federal income taxation of patents and 
copyrights. 

H. R. Macurraju, Ph.D. Indiana 1961. Tax policy and economic development in India 
with special reference to the 1954-1959 tax reforms. 

Rosert F. Metvirre, Ph.D. Harvard 1961. Taxation of corporations in Massachusetts 
1925-1952. 

Vernon G. ‘Morrison, Ph.D. Nebraska 1961. The Illinois full value assessment legisla- 


tion of 1945 relevant to uniformity in valuation of real estate under the general prop- 
erty tax. 
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Atan P. Murray, Ph.D. Columbia 1961. British and American systems of income tax 
withholding. 

Roy G. Poutsen, Ph.D. Clark 1961. The evolution of the Rhode Island budget process. 

Aspe. M. A. Rau™Man, Ph.D. Indiana 1960, Egyptian income taxation of nonresident 
aliens and foreign corporations and its effects on Egyptian economic growth. 

Rosert H. Scott, Ph.D, Harvard 1961. Debt management for economic stability. 

Harvey A, Smariro, Ph.D. Wisconsin 1961. Financing local government in metropolitan 
areas: a case study of Madison, Wisconsin. 

Donato F. Swanson, Ph.D. Florida 1960. The origins of Hamilton's fiscal policies. 

Joun E. Tuomrson, Ph.D. Wisconsin 1961. Financing public education in South Dakota. 

Ricwarp W. Trestratt, Ph.D. Washington 1961. An analysis of alternative methods of 


forest taxation: their effects on real forest investment and social value yields not subject 
to capture by the owner. 


Theses in Preparation 


Raminent Ayyanna, B.Sc. Andhra 1950; M.Sc. Banaras Hindu 1953; M.A. Minnesota 
1957, Comparative analysis of Kaldor Indian tax reforms and Shoup Japanese tax re- 
forms, Minnesota. 

Kennetn E. Daane, L.L.B. Colorado 1948, The legal implications and economic effects: 
allocation problems in state corporate net income tax. Colorado. 

Bruce F. Davie, B.A, Pomona 1958, Municipal bond underwriting—19th century. Har- 
vard. 

Rosert W. E1rsenmencer, B.A, Amherst 1949; M.F. Yale 1951; M.P.A. Harvard 1959. 
The cyclical impact of federal monetary, grant-in-aid, and planning programs on state 
and local government capital expenditures. Harvard. 

Ourver F. Gunn, B.B.A,. Oklahoma 1952; M.B.A. 1953, State debt creation in the United 
States since 1929, Texas. 


Rosert L. Harrow, B.A, Bates 1957; MA. Yale 1958. Factors affecting state expendi- 
tures in the United States. Yale. 


Ricnarp Heaps, B.S. Wisconsin 1956, Inheritance taxation and wealth distribution in 
Wisconsin. Wisconsin, 

Cuaries A, Hepces, B.A. California 1953, Some problems in the financing of highways in 
the state of California. California (Berkeley), 

Grorce W. Jennincs, B.A. Emory 1938; M.A. Georgia 1948. A history of the Virginia 
fiscal system 1860-1870. Virginia. 

Witrrepv J. Lewis, B.A. Temple 1954; M.A. Indiana 1956, Federal fiscal behavior in three 
postwar recessions. Jndiana. 


Ertinc O, Narsetu, B.A. Luther 1947; M.S. Wisconsin 1949. The financing of public 
education in Iowa. Wisconsin. 

Keira E, B.A. Washington 1958, Government revenues and expenditures~- 
exogenous or endogenous? Some empirical and theoretical considerations. Washington. 

Joun J. Rei, Jr., B.A. Connecticut, State veterans’ bonuses after World War II and 
the Korean War. Virginia. 

Jack E. Ropertson, B.S. Arkansas 1948; M.S. North Texas State 1949. An empirical in- 
vestigation of the ad valorem tax burden on owner occupants of residential housing in 
Wichita, Kansas, 1958. Tulane. 


Ryvzo Sato, B.Econ. Hitotsubashi 1954; M.B.A. Detroit 1959. Fiscal policy and theory 
of economic growth. Johns Hopkins. 


Ataspatr M. Srnciatr, B.A, Dalhousie 1956; B.A, Oxford 1958; B.Phil. 1959. Some eco- 
nomic aspects of federalism. Harvard. 


C. Stussresine, B.S. Delaware 1958. The social imbalance hypothesis. Virginia. 
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Joun J, Treacy, B.S. South Carolina 1957; M.A. 1958. The flexibility of federal expendi- 
tures over the 1957-1958 recession. Tulane. 


Joun E. Watxer, Jr., B.S. Clemson 1958. The costs of public education; an empirical 
inquiry. Virginia. 

Wittiam V. Writuiams, B.A. Cornell College 1954, The effect of taxation on industrial 
location. Colorado. 


Man He You, B.A. Michigan State 1956; M.A. 1958. Taxation of agricultural land in un- 
derdeveloped countries. Oregon. 


International Economics 
Degrees Conferred 
Viaprmir N, BaAnpvera, Ph.D. California (Berkeley) 1961. Foreign capital in eastern 
Europe between the World Wars. 


Martin R. Barrett, Ph.D. Harvard 1961. A multiple exchange rate system: an appraisal 
of Chile’s experience, 1946-1955. 


Lriuian Brincer, Ph.D. New York 1961. The Histadrut and Israel’s industrial develop- 
ment in the first post-independence decade. 


Max E. Firser, Ph.D. Oregon 1961. The role of foreign economic policy in maintaining 
U.S. war potential. 


M. June Franvers, Ph.D. California (Berkeley) 1960, British export shares, 1949-1954: 
a case study of devaluation. 
Hovurmovuzis G. Geororapis, Ph.D. Cornell 1961. Balance of payments equilibrium. 


A. Grorce Goris, Ph.D, Oregon 1961. United States foreign petroleum investments and 
public economic policy. 


Rosemary C, Grirvita, Ph.D. Radcliffe 1961. Factors affecting the continental U.S. 
manufacturing investment in Puerto Rico. 


A. Gertor Homan, Ph.D. Oregon 1961. The effects of U.S. direct private foreign invest- 
ments on the U.S. balance of payments. 


Irsuo Kawamura, Ph.D. Johns Hopkins 1961. Foreign trade and economic development. 


Donatp B. Keesinc, Ph.D. Harvard 1961, Labor skills and the factor content of inter- 
national trade. 


Francis A. Lees, Ph.D. New York 1961. A critical analysis of the European Payments 
Union: 1954-1958. 


Ropert E. Lipsey, Ph.D. Columbia 1961. Price and quantity trends in U.S. international 
trade. 


Lawrence F. Mansrreip, Ph.D. North Carolina 1961. The origins of the International 
Monetary Fund, 


Bacicua Ph.D. Stanford 1961. An international comparison of factor 
costs and factor use. 


Kenneta J. Rotuwerr, Ph.D. Harvard 1961. The nature and development of interna- 
tional portfolio investment. 


Jorce Rutiz-Lara, Ph.D. Illinois 1961. The World Coffee Agreement. 
Wa ter Suerer, Ph.D. New York 1961, The Coal and Steel Community stepping stone to 
European integration. 


Orvet L. Tratner, Ph.D. Colorado 1960. The Scandinavian approach to the European 
Common Market. 


Henry Y. WAN, Jr., Ph.D. Mass. Inst. Technology 1961. A contribution to the theory 
of trade warfare. 


Donatp A. Wetts, Ph.D. Oregon 1961. Servicing U.S. direct foreign investment. 


Jerrrey G. Wituiamson, Ph.D. Stanford 1961. Kuznets cycles and their effect upon 
American balance of payments, 1820-1913. 
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Theses in Preparation 


Suarig Auman Atvi, B.A. Urda College (Pakistan) 1956; M.A, Karachi 1957, The 
changes in exchange rate and their repercussions on external trade relations of Pakistan. 
Colorado, 

B, Anvrews, B.A. Stanford 1952; M.A. Fletcher School 1958; M.A.L.D. 1959. 
Interpretation of recent foreign access to the United States capital market. Fletcher 
School. 

Virore Anoxatavanicu, M.B.A. New York 1957. Exchange control after World War II 
New School. 

Garnerr F, Brazuey, B.S. Marshall 1954; M.B.A. Pennsylvania 1955, Direct private 
foreign investment and taxation, Pittsburgh. 

Grorocr Beexrorp, B.Sc. McGill 1958; M.A. Stanford 1960, Growth trends in tropical 
primary exports 1900-1960. Stanford. 

Geratp O. Brerwao, B.A, Idaho 1958. Interregional trade and factor proportions, North- 
western. 

Suvematt Caurmasmit, B.L. Thammasat 1951; M.Econ, 1954; M.A, Syracuse 1958; M.A. 
Fletcher School 1959; M.A.L.D, 1960, The experiences of the United States and its allies 
in controlling trade with the Red bloc. Fletcher School. 

Jaax F, R, DeMarver, Lic. Louvain 1953; M.A. Yale 1955. Financial accounts and 
monetary analysis in the European Economic Community. Yale. 

Ronert F, Dernpercer, B.A. Michigan 1955; M.A, 1958. Foreign economic relations of 
Communist China: 1950-1960, Harvard, 


Mare C, Ervenne, Publ. Accountant Haiti 1950; B.A. New York 1953. The demand and 
supply of funds in an underdeveloped area completely open on a relatively developed, 
large, free enterprise oligopolistic industrial economy: the Puerto Rican case. Harvard. 


Mary Fist, B.A, Minnesota 1951; M.B.A, Texas Technological 1957. Public Law 480: 
agricultural surpluses and foreign economic assistance, Oklahoma. 

Curve S. Gray, B.A. Chicago 1953; M.A. 1956, Soft loans. Harvard. 

Henry P, Gray, B.A. Cambridge 1950; M.A, 1952, The pattern of invisible trade in the 
1950's. California (Berkeley). 

Ratra A. Grosswiter, B.B.A. Texas, M.A. Missouri 1957. An analysis of the factors 
affecting the adequacy of international reserves. Colorado. 

Geratp K, Heviermver, B.A. Toronto 1958; M.A. Yale 1960. Some aspects of ties between 
Canadian and U.S, capital markets, 1952-60. Yale, 

Rosert I. Histor, L.L.B. Long Island 1938; L.L.M. Brooklyn 1939, The United States and 
the Union of Soviet Socialist Republics in the International Labor Organization. Colo- 
rado. 

Wittiam A, Jounson, B.A, Syracuse 1958. International trade in Indian iron and steel. 
Harvard. 

Heten Junz, M.A. New School 1957. Transportation in the U.S. balance of payments. 
New School. 

Jor Won Ler, B.A, Pusan National University 1952; M.B.A, 1956; M.A. Ball State Teach- 
ers 1957. The planning for economic development in underdeveloped countries: a case 
study of the Nathan Economic Mission in South Korea. Indiana. 

Peter J. Lioyp, B.A. Victoria (Wellington) 1958; M.A, 1959. Balance of payments prob- 
lems of small nations, Duke. 

Maunco Mya Mavuno, B.A. Rangoon 1953; M.A. Michigan 1957, The external trade 
equilibrium for a welfare state (Burma). Catholic. 

Fioyp B. McFartanp, B.A. Texas 1957; M.A. 1959, Some current international trade 
problems of Mexico. Texas. 

Marion M. Noset, B.A. Michigan 1942; M.A. Iowa n.d. The gold exchange standard, 
1919-31 and 1949-61, Michigan. 
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Evorne A, Potties, BS, Illinois 1958; M.S, 1960, Long-run implications of foreign 
investment for the U.S. balance of payments. Illinois. 

-Atnerto Ropriovez, B.A. Col. Nat. S. Bartolomé (Colombia) 194%; M.A. Catholic 1959. 
A common market for Latin America, Catholic, 

Ronert H, Smarrer, B.A. Texas 1949; M.A, 1956. A study of the balance of payments 
and economic growth of New Zealand, Duke. 

Kennetna Smitn, B.A, Southern Methodist 1951; M.A. 1957, The criteria used in the 
decisions in cases arising under the escape clause of the Reciprocal Trade Agreements 
Act. Oklahoma, 

RaymMonp Staeverarne, B.A, Oregon 1959, Capital movements in customs union, Oregon. 

Cart H, Srem, B.A, Vanderbilt 1957; M.A. Harvard 1960. A decade of bilateralism in 
world trade 1950-1960, Harvard. 

Izumi Taniovent, B.B.A, Houston 1952; M.B.A, 1954, Financing of Japanese imports, 
with especial relation to the role of foreign investments in the process. Texas, 

Ricrtarp A, Warp, B.A, Arkansas 1951; M.A. Maryland 1959. Interest rates and interna- 
tional gold flows and capital movements, Maryland, 


Business Finance; Investment and Security Markets; Insurance 
Degrees Conferred 


Winston C. Bearp, Ph.D. Illinois 1961, Financial and economic effects of geographical 
restrictions upon the investment policies of life insurance companies. 


Joserm M, Berta, Ph.D, Pennsylvania 1961. Participating ordinary life insurance sold by 
stock companies, 


Brit Bissop, Ph.D. Texas 1961. A critical evaluation of return on investment concepts 


used in selecting alternative capital additions. 

Ronatp L. Crerry, Ph.D. Princeton 1961. The typical age of replacement theory: a case 
study. 

Donato E. Farrar, Ph.D, Harvard 1961, The investment decision under uncertainty : 
portfolio selection. 

D. Kent Harstreap, Ph.D. Minnesota 1960, The derivation and evaluation of an indi- 
vidual-stock formula investment plan. 

Rosert P. Hunoate, Ph.D. California (Los Angeles) 1961, Inter-business financing: the 
economic implications for small business. 

Ronert L. Jonnson, Ph.D. Iowa 1961. An analysis of the financial problems and practices 
of 153 closely held companies which offered securities to the public in 1957, 

Aumep Kooros, Ph.D. Southern California 1961, The theory of investment programming : 
a suggested econometric model. 

Eomunp A, Mennts, Ph.D, New York 1961. Measuring corporate profits, 

Joun H. Nievercorn, Ph.D, Harvard 1961. An econometric study of aggregate investment 
in plant and equipment in the U.S. 1930-1957. 

Scorr Nierson, Ph.D. Mass. Inst. Technology 1961. Market value and financial structure 
in the railroad industry. 

Garnet D, Otive, Ph.D. Iowa 1960. An analysis of the dividend policies of selected 
American corporations. 

Raten G. Rinccenserc, Jr., Ph.D. Northwestern 1960. An analysis and evaluation of 
the substitution of income debentures for preferred stock in the capital structures of 
Class I railway companies. 

Wriuiam F, SHarre, Ph.D. California (Los Angeles) 1961. Portfolio analysis based on a 
simplified model of the relationships among securities. 


M. Ricwarp SussMAN, Ph.D, Michigan 1960. The stock dividend: a study of its concepts 
and of its uses in financial management. 
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Dowany BE. Vavern, Ph.D. Texas 1961, Development of the small business investment 
company program, 

Kennere J, Wenner, Ph.D. Michigan 1961, Use of stock rights as a technique of raising 
equity capital 

Josep A. Wiseman, Ph.D, New York 1961. Financial aspects of depreciation in industrial 
corporations, 


Theses in Preparation 


L. Aramtan, B.A, Michigan 1942; M.B.A, Harvard 1948. A study of terms most 
subject to bargaining in the direct placement of corporate securities. Harvard, 

W. Seorr Bauman, Michigan 19543; M.BA. Michigan 1954, The investment ex- 
perience of various investment companies with common stocks of varying degrees of 
popularity during the period 1950-1050, Indiana 

Marian Georgetown 1952, Small business financing. Georgetown. 

Davinowrrz, B.A. Brooklyn 1981; M.A, Columbia 1953; M.B.A, Harvard 1955. 
High-ineome individuals’ investment behavior—the ideal and actual. Harvard, 

Hrenert Denennerc, LL.B. Creighton 1954; B.S, Johns Hopkins 1958; LL.M. Harvard 
10590, An analysis of what constitutes insurance within the meaning of the law, Penn- 
sylvania, 

Joserm B, Feraer, B.S. Utah 1047; M.B.A, Pennsylvania 1948, An analysis of long-term 
financing policies of U.S, oil companies, Stanford, 

Groroe W. B.S. Temple 1958, Other insurance provisions in insurance 
contracts, Pennsylvania, 

Groror Granorr, B.A, Michigan State 1956; M.B.A, 1959, Financed life insurance with a 
critical evaluation of plans for financing life insurance premiums, Pennsylvania, 

Orna L. Gray, B.A. Furnam 1980; M.S, Virginia Polytechnic Inst, 1951; LL.B, Emory 
1058, Small business financing through public offering of securities; a critical analysis 
of selected financial promotions under government statutes with emphasis upon share- 
holder protection. Alabama, 


Ronatp C, Horn, B.S, Butler 1958. Subrogation at it applies to insurance theory and 
practice, Pennsylvania, 


James F. Jackson, Jr., B.B.A, Texas 1955; M.B.A, 1959, Evaluation of leasing and the 
financial criteria used in the leasing decision, Texas. 


Harry M. Jounson, B.S, Mass. Inst. Technology 1957; MBA Pennsylvania 1960. Major 
medical expense insurance, Pennsylvania, 

Bernaro J. Krvpripr, B.A, Saint Francis Xavier 1950; M.S. Columbia 1955, Listing re- 
quirements of the leading stock exchanges in Canada. Texas. 

Paut O. Korrrer, B.A. Lafayette 1958; M.A. Princeton 1960, Corporation finance in the 
business cycle in the steel industry, Princeton, 

Borne D, Owens, B.S. Northwest Missouri State 19590, The overseas operations of Ameri- 
can life insurance companies, Pennsylvania. 

Joun J. Pasevect, B.S. Rutgers 1950; M.B.A, 1955; M.B.A, Stanford 1956, The invest- 
ment policies of collectively bargained pension funds. Stanford. 

Ronerr J. Porrer, B.A, Georgetown 1952; M.B.A. North Carolina 1957, Sources of funds 
for industrial development in the South. North Carolina. 

Diomeprs D. Pstios, B.A. School Political Science, Athens, 1954, The capital market in 
Greece: a special study of the role of finance in economic growth, California (Berkeley). 

Grores Reypa, B.S, Creighton 1957; M.A, 1958, Dollar averaging and formula plans; their 
role in the investment operations of insurance companies. Pennsylvania. 


Ne D, Reznrx, B.S. New York 1956; M.A. Pennsylvania 1958. Property and liability 
insurance premium paying plans. Pennsylvania, 
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Peter Rosko, B.S.E, Michigan 1951; M.B.A, 1955. Investment aspects of land contracts, 
Michigan. 

Leo P. Roremaurr, B.A. St. Vincent's College 195%; M.B.A. Indiana 1958. The manage 
ment of endowment funds in twenty colleges and universities, Indiana. 

Martin B. Sotomon, Je. BS. Kentucky 1955; MBA. 1960. Investment theory and 
practice in small business. Kentucky. 

Rosrer D, Tvexer, BA. Colorado 1931; M.B.A. California, Los Angeles 1948. An 
evaluation of the Oklahoma Corporation Act. California (Los Angeles). 

Axeyanoro Vecu, B.S. Uruguay 1953. Optimal investment decisions in the steel industry. 
Harvard. 

Fraser G, Wattace, B.Com. British Columbia 1958; M.B.A, California, Los Angeles 1959. 
Optimal financial policy in a firm simulation study. California (Los Angeles), 


Business Organization; Managerial Economics; Industrial 
Management Marketing; Accounting 


Degrees Conferred 
Janoxy G. Annotr, Ph.D, Mass, Inst, Technology 1960. Changing role and responsibilities 
of management: an environment analysis. 


Rovert W, Banner, Ph.D, Ohio State 1961. A critical analysis of methods of determination 
, and utilization of territorial market potentials. 


James B, Bowen, Ph.D, Texas 1960, Principles of accounting system design. 

Louis P. Buextin, Ph.D. Northwestern 1960. The economic structure of channels of dis- 
tribution, 

Grorrrey P, Crarkson, Ph.D. Carnegie Inst. Technology 1961. The Meno Anew: a 
simulation of trust investment, 

Wittiam H, Cure, Ph.D, Michigan 1961, Accounting for business separations 

Ratyrn L, Day, Ph.D, North Carolina 1961. A study of mathematical programming as a 
tool for marketing management, 

Don T. DeCoster, Ph.D. Texas 1961. A critical analysis and appraisal of supplementary 
cost controls for inventories, 

Myxes M, Deyven, Ph.D. Cornell 1961, Economic replacement and the criterion problem: 
with special reference to the major urgency rating. 

Danter Femnserc, Ph.D, New York 1961, A case of substitution: butter and margarine. 

Cuartes Goripner, Ph.D, Iowa 1961. The implications of automation in food marketing 
(selected case studies). 

Marsuaust I, Gotoman, Ph.D, Harvard 1961. The economics of trade and distribution in 
the Soviet Union: marketing in a controlled economy. 

Jac L. Gotostrucker, Ph.D, Minnesota 1961, Dynamics of wholesale trading areas. 

Ronert L. Hamman, Ph.D, Harvard 1961, Theory of investment of the diversified corpo- 
ration, 

Epmonp S, Harris, Ph.D, Columbia 1960. Classified pricing of milk; some theoretical 
aspects. 

Asut Hasnat, Ph.D, Pennsylvania 1961. Corporate financial reporting in Pakistan. 

Hersert G. Hicks, Ph.D. Alabama 1960. The quantification of managerial decision 
problems. 

Sreenen J. Hiemstra, Ph.D. California (Berkeley) 1960. Structural changes in California 
food retailing. 

Wituiam H. Horrman, Jr., Ph.D. Texas 1960. Federal income taxation and the corporate 
executive. 

Wituram F. Massy, Ph.D. Mass. Inst. Technology 1960, Innovations and market pene- 
tration. 
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Martin Metiman, Ph.D. New York 1061, Marketing cost analysis for manufacturers-- 
a review of current literature and a field study of twenty-eight companies. 

Wittiam C, Mores, Ph.D, Iowa (Ames) 1960, Effects of changes in transportation costs 
on the location of the meat packing industry, 

M. Parker, Ph.D. Southern California 1961. The usefulness and limitations 
of accounting reports for testing the theory of the firm: an appraisal. 

Borts Part, Ph.D, Northwestern 1960, An analysis of the shoe manufacturing industry 
with special emphasis on changes and trends in the use of various distribution channels 
by shoe manufacturers, 

Donato B, Savrorv, Ph.D. Tlinois 1961, A study of the firm's advertising expenditure. 

Jerome C. Srrone, Ph.D, Columbia 1961. Diversification in medium-large manufacturing 
companies. 

Ronert B. Sweeney, Ph.D, Texas 1960, An inquiry into the use of mathematical models 
to facilitate the analysis and interpretation of cost data. 

Aveerr Sweerser, Ph.D, American 1961, The public utility status of commercial ware- 
housing in the U.S.: an investigation into its history, scope and justification. 

L, Ph.D, Pittsburgh 1961, Policies underlying corporate giving. 

Wiitram W. Tromrson, Je, Ph.D. Alabama 1960, A managerial history of a cotton 
textile firm, Spartan Mills, 1888-1958. 

Maywnarp N. Tovssarnt, Ph.D. Mass, Inst. Technology 1960. Impact of the industrial re- 
lations functions on line management. 

Nick S. Viwataxis, Ph.D, Stanford 1961, Innovating marketing strategies in selected 
service industries. 

Kart E. Voor, Ph.D. Syracuse 1961, The influence of the economic environment on the 
erosion of managerial prerogatives: two case studies, 


Harvey M. Waoner, Ph.D, Mass, Inst. Technology 1960, Statistical management of in- 
ventory. 


Theses in Preparation 


Rosert D. Amason, B.B.A. Texas A & M 1951; M.S, 1958. A study of the operating 
results from pricing policies and practices which may be due to certain managerial 
characteristics found among selected building material dealers of Texas. Arkansas. 

Donato Anverson, B.S.C. Iowa 1956; M.A. 1957, A description and analysis of changes 
in the basic selling methods of selected wholesale firms. Jowa. 

Gorvon C. Armour, B.S, California (Los Angeles) 1953; M.B.A. 1957, Determining rela- 
tive location of physical facilities by computerized simulation. California (Los Angeles). 

Hetmy H. Batic, B.A. Oxford 1954; M.B.A, California 1958, Analysis of factors de- 
termining assortment carried at the wholesale level in marketing with emphasis on 
product characteristics. California (Berkeley). 

Ricwarp F, Barron, B.S. Northwestern 1948. Business decision theory. California (Berke- 
ley). 

Everett R. Botiincer, Jr., B.S. Georgia Inst. Technology 1948; M.S. 1950. Management 
decision-making from accounting records for liquified petroleum marketers. /ndiana. 
Stantey I. Bucutn, B.S. Mass. Inst. Technology 1952; M.B.A. Harvard 1956. The de- 

velopment of a business simulation model. Harvard. 

Evocrne R. Donat, B.A. Iowa State Teachers 1951; M.A. Iowa 1954. Information tech- 
nology and the managerial hierarchy. Jowa. 

Joun D. Evwarps, B.S. Louisiana Polytechnic Inst. 1949; M.B.A. Louisiana 1957. Con- 
tinuing educational and professional development for the industrial accountant. Ala- 
bama. 

Sovnem E, Exia, B.A, American (Beirut) 1955; M.B.A, American 1957. The effects of 
centralized procurement on cost of service in hospitals. American. 
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Tuomas EF, Ennis, Jn. BS, North Carolina 1952; M.B.A. 1955. Managerial services 
rendered by accounting firms, Michigan. 

Joun U. Fartey, B.A, Dartmouth 1957; M.B.A, Amos Tuck 1959. Analysis of factors 
affecting loyalty-proneness of members of a consumer panel to brands of selected 
products, Chicago. 


James M. Ferouson, B.A, Stanford 1958. The advertising rate structure in the daily 
newspaper industry. Chicago. 

Wesiey Fortner, B.S. Tennessee 1957; M.B.A. Alabama 1959. A predetermined 
cost system for a small milk processing firm. Alabama. 

James M., Fremoen, B.S.C. Notre Dame 1954; M.B.A. Indiana .1955. Involuntary liquida- 
tion of inventories priced by LIFO., Indiana. 

Joserm Gartner, B.S. Connecticut 1954; M.S. New Hampshire 1955. An application of 
economic models to consumer marketing programs, Jowa (Ames). 

Evwarp Grorce, M.A, Cairo 1953, The chemical engineer in the American industry, New 
School. 

James L. Ginson, B.A. Centre 1957; M.B.A. Kentucky 1959. Accounting and economics in 
decision-making: case studies of small business firrns. Kentucky. 

Paut E. Green, B.A. Pennsylvania 1950; M.A. 1953. Formal decision techniques in busi- 
ness planning—an intra-firm investigation, Pennsylvania. 

J. H. Grices, B.Com. Toronto 1943; M.A. 1960, The economic implications of accounting 
theory. Toronto. 

Raymonp M. Haas, B.S. Rider 1956; M.B.A. Lehigh 1958. A model of the long range 
new product planning function in business, /ndiana. 

Rosert C. Harino, B.A. Indiana 1954; M.B.A. 1958. Marketing of mechanical household 
refrigerators, 1946-1960, Indiana. 

Ricrrarp I, Hartman, B.S. Bradley 1954; M.B.A. Indiana 1956. An analysis of managerial 
manpower planning in selected manufacturing firms. /ndiana. 

Lovo C. Heatu, B.A. Tufts 1951; M.B.A. Northwestern 1953. The use of financial state- 
ments to determine whether proposed offerings under the California Corporate Securities 
Law are “fair, just, and equitable.” California (Berkeley). 

Leonarp W. Hern, B.S.C. Loyola 1952; M.B.A. Chicago 1954. A critical analysis of the 
impact of the British Companies Act on the practice of accounting. California (Los 
Angeles). 

Currorp E. Hutton, B.S. Oklahoma State 1952; M.S. 1953; C.P.A. Oklahoma 1954, An 
analysis and evaluation of the controllership function and training for controllership 
work, Texas. 

Joun H. James, B.M.E. Clemson 1951; M.B.A. Indiana 1959, Planning: a study of the 
relationship between short- and long-range planning in selected businesses. Jndiana. 
Eowarp E. Jocuumsen, B.S.C. Iowa 1951; M.A. 1959. An analysis of distributive func- 

tions of the communities in Washington County, Iowa. Iowa. 

Antuony R. Kracnenperc, B.S. Washington (St. Louis) 1950; M.S. Columbia 1957. 
Commercial bank marketing: with special reference to businessmen’s needs. Michigan. 

Ross W. Lovett, B.BA. Texas A & M 1954; M.B.A. Houston 1958. An evaluation of 
some applications of electronic data processing to production control. Texas. 

Aty Momamep M. Maasarant, B.Com. Alexandria 1951; Dipl. 1954; M.B.A. Texas 1959; 
M.A, 1961, The role of the management consultant in underdeveloped countries. Texas. 

Donato J. Martone, M.E. Stevens Inst. Technology 1953; M.S, 1957. Marginal analysis of 
the value of business information. Pennsylvania. 

Rom J. Marxin, B.S, Marshall 1955; M.B.A. Indiana 1957. An analysis of the super- 
market and superette in the post World War II period. A study of the contributing 
forces of development, growth and change. Indiana. 

Ray H. McCrary, B.S. Missouri 1955; M.A. 1956, The role of cost definitions and meas- 
urements in mathematical models for maintenance activities. Indiana. 
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R. Toledo 1057; M.B.A. Florida 1959, The development of 
management thought. Florida. 

Ronert G. Murvtex, B.A. Duke 1941; M.S. Rensselaer Polytechnic 1960. Project plan- 
ning-—the strategy of the firm. Florida 

Kristian S. Papa, B.A. Queen's 1956; M.B.A, Chicago 1958. The measurement of cumu- 
lative advertising effects. Chicago. 

Haroww R, Prins, B.A. Southern Missionary 1958; M.B.A. Florida 1960, The use of 
quantitative techniques in decision-making in hospital management. Florida. 

Grorce IT, Prarer, B.A, Washington State 1955, Management accounting concepts for 
planning and controlling inventories, Stanford. 

Mason P, Rosentrman, B.S. Tufts 1955; M.B.A. Chicago 1958, Determinants of gasoline 
sales at retail outlets. Chicago. 

Warren A. Rorxts, B.A. Tlinois 1930; M_Litt. Pittsburgh 1950. A critical evaluation of 
similarities and differences between business budgeting and U.S.A.F. Weapon System 
budgeting concepts and procedures, American. 

C. W. Ruverrus, B.S. Wisconsin 1953; M.B.A, Pennsylvania 1959. A statistical forecast- 
ing model of a research and development firm selling defense systems to the government, 
Pennsvivania. 

Orwan I. Savrx Ketan, B.A. American (Cairo) 1951; M.B.A, Stanford 1953, Comparative 
analysis of the income statements of German industrial corporations. Stanford. 


Havtry P, Serarrer, B.B.A. Michigan 1955; M.B.A, 1956, Post-completion analysis of 
capital expenditure decisions. Michigan. 


Paut Sewenstat, B.A. Delaware 1955, Marketing development in the American petroleum 
industry, 1914-1941, Northwestern. 

Stantey J. Suarimo, B.A. Harvard 1955, Decision making, survival and the organized 
behavior system—a case study of the Ontario Hog Producers Organization. Pennsylvania. 

Curtis H, Stanuey, B.B.A. Michigan 1956; M.B.A, 1957. The role of objectivity in ac- 
counting measurements, Michigan. 

Seymour SupMan, B.S. Roosevelt 1949, On the accuracy of recording of consumer panels. 
Chicago. 

Donato L. Trompson, B.S. Pennsylvania 1951; M.S. San Francisco State 1958, San Fran- 
cisco Bay Area retail trade structure, California ( Berkeley). 

J. Wasmurtn, B.S.A.E. Jefferson 1944; M.B.A. Washington (St. Louis) 1955. 
A study of the administrative feasibility of flexible retirement programs. Jndiana, 

Grorce Wesster, B.S. Maryland 1943; LL.B. Georgetown 1955; LL.M, 1948; M.B.A, 
Harvard 1°51, The independent wholesaler as an instrument of innovation in the Ameri- 
can economy. American, 

Ricarp D, Youne, B.A. Minnesota 1951; M.A. 1954, Combined heuristic and analytic 
approaches to some production sequencing problems. Carnegie Inst. Technology. 


Industrial Organization; Government and Business; Industry Studies 
Degrees Conferred 


Riemarv S, Astin, Ph.D, Chicago 1960, Misallocation of electric power in the Pacific 
Northwest. 


Artuvur T. Anpersen, Ph.D, Harvard 1961, The resource and competitive significance of 
scrap reclamation. 


Yoram Baxzet, Ph.D, Chicago 1961, Productivity in the electric power industry, 1929- 
1955. 


Avrrep G. Dare, Ph.D. Texas 1961. Nuclear power development in the United States to 
1960: a new pattern in innovation and technological change. 
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Craries Eowanns, Ph.D. North Carolina 1961, The strugule for survival: a study of 
the experience of the leading independent manufacturers in the United States passenger 
car industry, 1946-1958, 

Joun R. Fevton, Ph.D. California (Los Angeles) 1961. The horizontal dissolution of man- 
ufacturing enterprises, 

Hetmur J. Frank, Ph.D. Columbia 1961, The pricing of Middle East crude oil. 


Nicnotas A, Giaskowsky, Jx., Ph.D. Stanford 1960. An analysis and evaluation of the 
development of coordinated air-truck transportation with special reference to North- 
west Airlines, Inc. 


Henry Grossman, Ph.D. Georgetown 1961, The problem of reasonable market price in 
the regulation of independent producers of natural gas. 


Daviw V. Hupvson, Ph.D, Mass. Inst. Technology 1961. Economics of the natural gas 
pipeline industry: a case study, 


Patrick Huntiey, Ph.D. North Carolina 1961, State distribution of manufacturers’ plant 
and equipment in place, 1954-1956, 


Bon R. Kirrieson, Ph.D. Northwestern 1961. Competition in the fractional horsepower 
electric motor industry. 

Henry P, Know.es, Ph.D, Stanford 1961. Railroad-motor carrier integrations and 
public policy. 

Freverick FE. Korrke, Ph.D. Southern California 1961. An economic analysis of financing 
an interstate highway system. 

Evcene Koztx, Ph.D. Pittsburgh 1960. Economic analysis of representative recent federal 
anti-monopoly decisions within the concept of workable or effective competition. 


Sumin Love, Ph.D, Columbia 1961. Economies of scale in the electric power generating 
industry. 


Mrttarp F, Lono, Ph.D, Chicago 1961. The price of coal: a study of the policies of the 
National Coal Board. 


Rene Manes, Ph.D, Purdue 1961. The effects of the United States oil import policy on 
the petroleum industry. 


Metvin E. McMicueat, Ph.D. Texas 1961. The impact of integrated data processing on 
organization structure. 


Ronatp E. Mixrer, Ph.D. Princeton 1961, The efficiency of the domestic air route struc- 
ture. 


Tuomas G. Moore, Ph.D, Chicago 1961. Legal barriers to entry. 

James M, Patterson, Ph.D. Cornell 1961. The federal promotion of ocean shipping. 

BENJAMIN Pertes, Ph.D. Boston 1961. Recent innovations in the woolen and worsted 
industry of the United States. 

jeorce D. Quirin, Ph.D. Princeton 1961. The regulation of field prices for natural gas 
under the Natural Gas Act. 

Jacoves J. Sincrr, Ph.D. Mass, Inst. Technology 1961. Postwar development and future 
of the North American newsprint industry. 

Vipvapati Sincu, Ph.D. Western Reserve 1961. Financing of rural road improvements. 

Ricwarp Stavrn, Ph.D. Pittsburgh 1961. The development of current economic problems 
in the pressed and blown glass industry. 

AvLexanper L, Srpicn, Ph.D. Minnesota 1961. Lumber manufacturing on two continents: 
with special reference to the organization and control of lumber manufacturing firms, 
scientific production management, and industrial engineering techniques. 


Wacter J. Stewason, Ph.D. Harvard 1961. Competition in transportation: an analytical 
and empirical examination of market structure and price policy in transportation. 


Marcia L. Sticum, Ph.D. Mass. Inst. Technology 1961. The impact of the EEC on the 
French cotton and electrical engineering industries. 


LarKIn Warner, Ph.D. Indiana 1961. The economics of the transportation of Ohio coal. 
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Suis ven Wu, Ph.D. Northwestern 1961. Determination of price, output, and sales equi- 
librium in domestic copper industries. 


Theses in Preparation 


Ricwarv B. Bartz, B.B.A, Baylor 1955; M.S. 1957. The cost-output analysis of independ- 
ent telephone companies in Arkansas. Arkansas. 


Txomas B, Brrxenweapd, M.A, Brooklyn 1955. Economics of the Broadway theater. New 
School. 


Rosert L. Bromstrom, B.S. Colorado 1947; M.S. 1950. The Rocky Mountain fur trade. 
Colorado. 

Joun F, Bowen, B.A. Yale 1957, Government procurement and industrial concentration: 
the effect of procurement activities of the federal government upon concentration 
within selected manufacturing industries and the impact of this effect upon competition. 
Vanderbilt. 


Duncan Campsent, B.A. Toronto 1958. The economics of the Canadian oil industry. 
Cornell. 

Purp R. Cateora, B.B.A, Texas 1957; M.B.A. 1959. Power in action: a study of com- 
munity power, decision-making. and economic development in Commerce City. Texas. 

Joun J. Cove, Jr., B.S. Pennsylvania State 1957; M.S. 1959. An analysis of the rule of 
rate-making. Jndiana. 

Marcet G. Dacenats, B.A. Jean de Brébeuf College 1952; M.A. Montreal 1958; M.A. 
Vale 1960. The supply of newsprint paper in North America. Yale. 

Don, Dory, B.S. Bradley 1951; M.A, 1954, The justification for including recreational 
benefits in federal water project benefit-cost analysis: an empirical test. Arkansas. 

Guittermos S. Eperperc, B.S. Buenos Aires 1953; M.B.A. California (Berkeley) 1958. 
Procurement practices of the Mexican affiliates of selected United States automobile 
companies. Harvard. 

J. Etrsto pa Rosa, B.A. Asuncién 1948; M.A. Chicago 1957. Economic criteria for estab- 
lishing highway project priority. Kentucky. 

Rosert L, Decker, B.S. Colorado 1957. The economics of the legalized gambling industry 
in Nevada. Colorado. 

Rosert W. Gerwio, B.S. Iowa (Ames) 1952; M.B.A. Chicago 1958. Natural gas produc- 
tion—a study of the cost of regulation. Chicago. 

Norman J. Guarrity, B.A. Northwestern 1958. The use and non-use of patented inven- 
tions. Johns Hopkins. 

Donato Grunewatp, B.A, Union 1954; M.A, Harvard 1955; M.B.A, 1959. The entre- 
preneur and the F.C.C.—a case study of Channel Five, Boston. Harvard. 

Joun Hause, B.A. Carleton 1957; M.A. Chicago 1958. New entry in manufacturing in- 
dustries. Chicago. 

Joun F. Henry, B.S. Auburn 1954; M.S. Georgia Inst, Technology 1957. A study of 
rating factors with special emphasis on a constant range ratio. Alabama. 

Hetmer C. Horye, B.S. Montana State 1949; M.S, 1950. An analysis of cost allocation 
and cost sharing in multiple purpose water resources development. Wisconsin. 

Paut Ivory, B.A. Cornell 1953. Transportation industry in contemporary China. Califor- 
nia (Berkeley). 

Harotp D. Janes, B.B.A. Miami 1950; M.B.A. 1952, Labor-management considerations 
in the abandonment of large-scale manufacturing industries. Alabama. 

Cartes A. Ketty, B.S. Duquesne 1953; M.S. 1955, The economics of competition for the 
transportation of small shipments in the United States. Pittsburgh. 

Jomn F. Kitteen, M.A. Gonzaga 1952. The National Coal Policy Conference: a case 


study of an industry's approach toward a functional economy through the recognition 
of mutual dependence. Georgetown. 
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Dowarp C. Kino, B.S. Auburn 1948; M.B.A. Harvard 1950. A critical analysis of market- 
ing practices in the ethical drug industry. North Carolina. 

Rosert L. Knox, B.S. Oklahoma State 1954; M.A. 1958. Workable competition in the 
rubber tire industry. North Carolina. 

H. Micrars Mann, B.A. Haverford 1956, Consumer welfare and imperfect competition— 
a study of General Motors Acceptance Corporation, Cornell. 

Kart B. Marx, B.A. Michigan State 1956; M.A, 1957. Monopolies versus state taxation 
of liquor. Illinois, 

Davio McFartanp, B.A, Millsaps 1953. The market concept in antitrust law. Vanderbilt. 

Eart E. Muntz, Jr., B.A. Yale 1958. An industrial economic model. Duke. 

Wuuiam J. Murreny, B.S. Merrimack 1951; M.A. Boston College 1954, The postwar 
developments in the United States jewelry industry. Boston College. 

Joun W. O’Brien, B.A. McGill 1953; M.A. 1955. Public and privately owned telephone 
systems—an economic comparison, McGill. 

Morton K. Ontson, B.A. Colorado 1954; M.A, New Mexico 1958. Economics of a self- 
policing industry. Colorado. 

Avo L. Ost1, Dr. Agr. Sc. Naples 1954, Interregional competition in the tomato canning 
industry of the United States. Cornell. 

Samuet R. Ret, BS.C. Saint Louis 1950; M.S.C. 1959. Corporate acquisitions and 
mergers in Missouri, 1948 to 1959. Saint Louis. 

Laurence C. Rosenperc, B.A. Brooklyn 1955; M.B.A. Cornell 1959, The role of pipelines 
in the allocation of our natural gas resources. Cornell. 

Mitton Russext, B.A. Texas A & I 1955; M.A. Oklahoma 1956. A study of the economic 
effects of the decision in the Phillips case. Oklahoma. 

Crartes H. Savace, Jr., B.S. Boston College 1942; M.A. Oregon State 1956. A study of a 
factory in the Andes. Harvard. 

Lreonarp G, Scuirrin, B.A. Texas 1954; M.A, 1958. The ethical drug industry: price poli- 
cies, profits, and competition. Michigan. 

Lawrence E, Scuwartz, B.A. Northwestern 1956; M.A. Harvard 1960. Economics of 
communication. Harvard, 

Wituram Snare, B.A. California (Los Angeles) 1955; M.A. 1956, The use of a buyer- 
seller device for effective allocation of military airlift. California (Los Angeles). 

Donan R, SHaut, B.S. U.S. Naval Academy 1933; M.B.A. California (Los Angeles) 1956. 
Data processing and its relationship to centralization. California (Los Angeles). 

W. Georrrey Suernern, B.A. Amherst 1957; M.A, Yale 1958. Profits and investment 
policies in the British nationalized fuel and power industries. Yale. 

Irwin H. S:: serman, B.S. New York 1959. Industrial concentration and union growth. 
Mass. Inst. Technology. 

Tuomas W. Synwotrt, III, B.A. Williams 1958; M.A. Yale 1959. Some characteristics of 
the growth cycle of an industry: American cotton textiles, 1815-1955. Yale. 

Viapimir G. Tremt, B.A. Brooklyn 1955; M.A. Columbia 1956, Analysis of economic 
planning in the Societ electric power industry. North Carolina. 

K. Peter Wacner, M.A. New School 1956. Animal hides and skins in competition with 
man-made products and other materials. New School. 


Ricwarp L. Watiace, B.S. Northwestern 1958. An analysis of TVA power rates. Vander- 
bilt. 


Warrer H. Warrick, B.S. Purdue 1948; M.S. 1958. The role of the privately owned 
electric utilities in the development of atomic energy for central station electrical power 
generation in the United States. Purdue. 


SamuEt M. Wix11s, B.S. Clemson 1950; M.S. Georgia Inst. Technology 1955. An analysis 
of the managerial controls of a specialized textile plant. Alabama. 


‘ 


858 THE AMERICAN ECONOMIC REVIEW 


Land Economics; Agricultural Economics; Economic Geography; Housing 
Degrees Conferred 

Martin E. Apert, Ph.D. Minnesota 1961, An economic analysis of programs for expanding 
the demand for farm food products in the United States. 

Manesxu C. Acarwat, Ph.D. California (Berkeley) 1960. Rotation selection on the family 
farm in the district of Muzfffarnagar of India. 

Daviw J. Attee, Ph.D. Cornell 1961. Governmental facilitation of irrigation in New York. 

Gonzato J. Arroyo Correa, Ph.D. Iowa (Ames) 1961. Dynamic programming models for 
identification and measurement of inefficiencies in leasing arrangements. 


Ranvotrs Barxer, Ph.D. Iowa (Ames) 1960. The response of milk production to price: 
a regional analysis. 


Wattace Barr, Jr., Ph.D. Ohio State 1961. Major economic impacts of the conservation 
reserve on Ohio agricultural and rural communities. 


H. Watter Baumcartner, Ph.D. Minnesota 1960. Factors associated with potential mo- 
bility among farmers. 


Heimut H._F. Brynammer, Ph.D. McGill 1961. A study of the residential construction 
sector in the Canadian economy. 


Leo V. Braxtey, Ph.D. Chicago 1961. Quantitative relationships in the cotton economy 
with implications for economic policy. 


Mervin G. Biase, Ph.D. Iowa (Ames) 1960. Soil erosion control in western Iowa: prob- 
lems and progress. 


Grorcte Bryn, Ph.D. Pennsylvania 1961, Agricultural trends in India 1891-1947: output, 
welfare, and productivity. 

Carrott G. Bruntuaver, Jr., Ph.D. Ohio State 1960. A study of the Ohio lamb marketing 
structure, with particular emphasis on competitive bidding versus negotiated pricing 
systems. 


Davin L. Catt, Ph.D. Cornell 1960, Interregional competition in the production and proc- 
essing of table beets. 

BurnuamM O. Campsett, Jr., Ph.D. Stanford 1961. The housing life cycle and long 
swings in residential construction: a statistical and theoretical analysis. 

Satvatore Comitini, Ph.D. Washington 1960. A sectoral study of the economic develop- 
ment of Japanese fisheries exploitation. 


Grant L, Cornetius, Ph.D. Wisconsin 1961. A study of residual income and land values 
on Wisconsin farms. 

Asin J. Dani, Ph.D. California (Berkeley) 1961. British investment in California mining. 

Ropert C, Davenport, Ph.D. Maryland 1960. The economics of urban renewal: an evalua- 
tion of the federal program. 

Jack R. Daviwson, Ph.D. California (Berkeley) 1960, Economic efficiency and firm ad- 
justment for market milk production in the southern metropolitan milkshed of Cali- 
fornia. 


Cart K. Ercner, Ph.D. Harvard 1961. Constraints on economic progress on the Rosebud 
Sioux Indian reservation. 


Homer Favor, Ph.D. Pittsburgh 1960. The effects of racial changes in occupancy patterns 
upon property values in Baltimore. 

Lenoan B, Fretcuer, Ph.D. California (Berkeley) 1960. Growth and adjustment of the 
Los Angeles milkshed : a study in the economics of location. 

Marquis L. Fowrer, Ph.D. California (Berkeley) 1961. An economic-statistical analysis 


of the foreign demand for American cotton with special reference to the impact of 
United States cotton policy. 


Cecm E. Futter, Ph.D. Ohio State 1961. A minimum cost movement pattern for feed 
grains in Ohio. 
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Mammoottt, V. Grorce, Ph.D. Wisconsin 1961, The causes of dairy mergers and their 
impact on the structure of the dairy industry. 


James F. Gitsenan, Ph.D. New York 1961. An analysis of the industrial park growth 
phenomenon. 

Rectnatp K. Hartan, Ph.D. Ohio State. Analysis of costs and problems involved in a 
program for stimulating movement of land and human resources from agriculture in 
Gallia County, Ohio. 

Yuyiro Hayamt, Ph. D. Iowa (Ames) 1960. Poultry supply functions. 

Peter G. Hetmpercer, Ph.D. California (Berkeley) 1961. The economic impact of bar- 
gaining cooperatives in the production and distribution of fruits and vegetables. 

Epcar P,. Hickman, Ph.D. North Carolina 1961. A method for state economic analysis— 
with special reference to North Carolina, 1947-1956. 

Date M. Hoover, Ph.D. Chicago 1961, A study of land prices in the United States, 1911- 
1958. 

Irvinc E. Jounson, Ph.D. Cornell 1961, Alternatives in agricultural land tenure, Jamaica, 
West Indies. 

Barciay G. Jones, Ph.D, North Carolina 1961. The theory of the urban economy: origins 
and development with emphasis on intraurban distribution of population and economic 
activity. 

Ivan L. Ktnne, Ph.D. Cornell 1960. An analysis of costs and economic efficiency in New 
York State apple packing houses. 

Tono Hun Lez, Ph.D. Wisconsin 1961. Housing expenditure analysis: a decision unit model. 

James H. Lewis, Ph.D. Ohio State 1960. An analysis of market structure and spatial price 
patterns for hogs and pork and pork products in Ohio. 

Ricwarp J. McConnen, Ph.D. California (Berkeley) 1960, The economics of range fertili- 
zation in California. 

Luts A. Meyra-Mattet, Ph.D. Wisconsin 1961. An integrated and diversified local co- 
operative—a case study. 

Ecmer L. Menzie, Ph.D. California (Berkeley) 1961. Section 22 of the Agricultural Ad- 
justment Act of 1933: a study in public policy formation and administration. 

Russett E. Morrett, Ph.D. California (Berkeley) 1961. Water resource investment, with 
particular attention to uncertainty. 

Benct A. Nexsy, Ph.D. Iowa (Ames) 1961. The structural development of American 
agriculture. 

Rate E, Netson, Ph.D. Minnesota 1960. The nature of competition among South Dakota 
dairy manufacturing plants. 

Leoniwwas Potorotus, Ph.D. California (Berkeley) 1960. U.S. beet sugar: a study of in- 
dustry structure and performance under protection and control. 

Rosert H, Reep, Ph.D. California (Berkeley) 1961. Economic efficiency in multiple prod- 
uct frozen vegetables plants. 

Joun R. Scumupt, Ph.D. Minnesota 1960. Farm organization as influenced by forage acre- 
age. 

Lee F. Scraper, Ph.D. California (Berkeley) 1961. A spatial equilibrium analysis of 
cattle feeding in the United States. 

G. Evwarp Scuun, Ph.D. Chicago 1961. An econometric investigation of the market for 
hired labor in agriculture. 

Eric C. Srevwreicut, Ph.D. McGill 1961. The effect of petroleum development on the 
Alberta economy. 

Donato D. Stewarp, Ph.D. Ohio State 1960. Income, employment, and resource use 
among rural families in southeastern Ohio. 

Daw Yaron, Ph.D. Iowa (Ames) 1960. Resource allocation for dairy and field crops in 
the Negev area of Israel. 
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Pinas ZusMan, Ph.D. California (Berkeley) 1961, Econometric analysis of California 
early potato market. 


Theses in Preparation 


Jev A. Apams, B.S. California 1957; M.S. 1961, Intermarket producer price relationships 
for fluid milk in California. California (Berkeley). 

Wittram W. Avperts, B.A. Chicago 1948; M.A. 1956. The mortgage market and the 
postwar residential construction cycles. Chicago. 

Joun R. Attison, B.S. Pennsylvania State 1955; M.S. 1956. The economies associated 
with size of pear-producing firms. California (Berkeley). 

Victor F. AMANN, B.S. Minnesota 1956. Analysis of the role of management in Minnesota 
farm supply cooperatives, Minnesota. 

Arvin Anverson, B.B.A, Texas 1957; M.B.A, 1960. Forecasting the demand for port fa- 
cilities: a case study of the Lower Rio Grande Valley, Texas. Texas. 

James L. App, B.S. Minnesota 1957; M.S. Wisconsin 1960. Vegetable crop enterprise se- 
lection in the central sand plain of Wisconsin. Wisconsin. 

Lupwic Aver, B.S. Manitoba 1957; M.S. 1959, The impact of technology on U.S. feed 
grain and wheat production. Jowa (Ames). 

Grorce W. Biers, B.A. Willamette 1956. Analysis of the location of manufacturing ac- 
tivity in urban areas. Northwestern. 

Joun S. Borrum, B.S. South Dakota State 1957; M.S. Purdue 1960. Analysis of the ad- 
justment of agricultural resource use patterns in central Indiana (An application of the 
production function approach). Purdue. 

Davw H. Boyne, B.S. Michigan State 1957; M.A. Chicago 1960, Changes in the real 
wealth position of owners of agricultural assets. Chicago. 

Joun P. Brann, B.S. Cornell 1955; M.S. Purdue 1959, Case study of an owner-integrated 
poultry enterprise. Purdue. 

Oscar R. Burt, B.S, Nebraska 1958. The economics of conjunctive use of ground and 
surface water. California (Berkeley). 

Water R. Butcner, M.S. Iowa (Ames) 1956. Production control restraints and efficient 
use of agricultural resources. Jowa (Ames). 

Francesco De Srerano, Dott. Agr. Sci. Naples 1956, Agricultural market reorganization as 
a phase of the economic development of southern Italy. California (Berkeley). 

Harotp R,. Dipeck, B.S. Fresno State 1956; M.B.A. California (Los Angeles) 1958, The 
effect of credit conditions on residential construction in several U.S. metropolitan areas, 
1953-1959. California (Los Angeles). 

Victor G. Epman, B.S. Arizona 1949; M.A. 1956, Economic factors affecting the Florida 
chick hatchery industry. Florida. 

Rotto Enriicn, B.S, Minnesota 1957; M.S, 1959. Analysis of relationships in hard red 
spring wheat prices. Stanford. 

Duane E. Erickson, B.S. North Dakota State 1953; M.S. Minnesota 1959. An economic 
analysis of the feeder cattle enterprise. Minnesota. 

Watter P. Fatcon, B.A. Iowa (Ames) 1958; M.A. Harvard 1960, An analysis of factors 
affecting agriculture crop output in West Pakistan. Harvard. 

Davin E. Fetpman, B.S. London 1948. The instability of factor incomes from coffee: an 
international comparison for the postwar period. Harvard. 

Joun M. Frrzpatricx, B.S. McGill 1950; M.S. Purdue 1952. Impact of seasonality of 
milk supplies in plants manufacturing dairy products. Purdue. 

Oran D. Forxer, B.S. Purdue 1950; M.S. Michigan State 1958. Short and long term ad- 
justments in the dairy product manufacturing industry of California. California (Berke- 
ley). 


TITLES OF DOCTORAL DISSERTATIONS 861 


Eart I. Futrer, B.S. Michigan State 1955; M.S. 1957. An evaluation of alternative labor 
data for farm planning. Minnesota. 

Denis J. Gavvon, B.A. Cambridge 1952; Dipl. Agric. Econ. Oxford 1953. Feeder pig price 
and marketing policies. Purdue. 

James R. Gipsons, MS. Illinois 1946. Costs, economies of scale in steer feeding and alter- 
nate production methods in relation to overall farm resource use. Jowa (Ames). 

Antonio H. Gires, B.S. National University of Agric. (Peru) 1956; M.S. Utah State 1959. 
Allocation of water resources. Jowa (Ames). 

Ricwarp J. Goopman, B.S. North Dakota State 1953; M.S. 1958. Organization, structure, 
and competitive behavior of the Twin Cities milk market—producer to distributor level. 
Minnesota. 

Henry A. Green, B.S. Rutgers 1956; M.S. 1958. An analysis of the employment potential 
of a low-income agricultural area. Purdue. 

Ivan R. Hanson, B.S. South Dakota State 1956; M.S. 1957. Developing economic criteria 
for water pollution control. Wisconsin. 

E. A. Hastett, B.S.A. Ontario Agricultural College 1949; M.S.A. Toronto 1953. The role 
of agriculture in the economy of Ontario. Toronto. 

Paut L. Hetstno, B.A, Eastern Washington 1955. The fish-dam controversy: an economic 
appraisal. Washington State. 

Joun P. Herzoc, B.S. California 1958. A dynamic analysis of the large-scale housebuilding 
industry, based on studies of California builders in the period 1950-60, California (Berke- 
ley). 

Ratem H. Hormeister, B.S. Northwestern 1954. Economic development and energy re- 
sources: an appraisal. Mass. Inst. Technology. 

Jarrett Hupnatt, Jr., B.B.A. Texas 1953; M.B.A, 1959. Price policies of liquid petroleum 
distributors. Alabama. 

Nits-Ivar Isaksson, Agron. Deg. Royal Agric. College (Sweden) 1958. Nature and elasticity 
of supply response in dairying. Wisconsin. 

Jonn A. Jamison, B.A. Stanford 1947; M.B.A. 1949. Economic implications of the chang- 
ing structure and organization of the California fresh deciduous fruit industry. California 
(Berkeley). 

Jack L. Knetscu, B.S. Michigan State 1955; M.S. 1956; M.P.A. Harvard 1958, Influence 
of multipurpose reservoirs on land values. Harvard. 

Watter C. Kort, Dr. Agr. Giessen 1959. An analysis:of the adjustment problems in Ger- 
man agriculture under the Common Market arrangements. Wisconsin. 

Ray Kriswa, M.A. Delhi 1945. Supply responses of cotton in the Punjab. Chicago. 

Raymonp Krorta, B.S. Wisconsin 1958. Factors which determine economic responsiveness 
in firm organization in agriculture. Wisconsin. 

P. Jonn Lymperorouros, B.S.C. Ohio University 1956; M.B.A. Texas 1959. The role and 
importance of the Agricultural Bank of Greece as a factor of economic development. 
Texas. 

Matcotm H. MacDonatp, B.S. Cornell 1948; M.S. Hofstra 1958, National quota plans 
applied to milk. Cornell. 

Joun R. Matone, Ph. B. Notre Dame 1942; M.B.A. Harvard 1946. A statistical compari- 
son of recent new and used house buyers. Chicago. 

CHartes E. McAuuister, B.S. Vermont 1954; M.S. 1955, Problems of inter-market rela- 
tionships pertaining to federal milk orders. Cornell. 

Wittiam L. McDanret, B.S. New Mexico 1958; B.A. 1958; M.A. Princeton 1960. Mini- 
mum cost water research development. Princeton. 


Jummir R. Mownoxton, B.A. Wayland 1955; M.A. Wyoming 1956. History and appraisal 
of the Farmers Home Administration. Vanderbilt. 
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Turner L. Oytor, B.S. South Dakota State 1954; M.S. 1957, Integration in the Minnesota 
turkey industry. Minnesota. 

Dantet I. Papperc, B.S. Missouri 1953; M.S. 1955. Changes in the nature and type of 
competition in the dairy industry in California. California (Berkeley). 

Wrw1aM L. Parx, B.S. Utah State 1957; M.S. 1958. Services performed by cooperative 
associations under milk marketing orders and methods of compensation for these serv- 
ices. Cornell. 

Patrick J. Parker, earlier degrees not given. Study of the economic impact of wildland 
fire protection expenditures in California. Chicago. 

Hans W. Popp, Dipl. Swiss Federal Inst. Technology 1957. The price elasticity of milk 
production in Switzerland. Chicago. 

Crartes R. Pucn, B.S. North Carolina State 1951; M.S. 1954. Tenant ability and re- 
source productivity on farms with management services in Indiana. Purdue. 

_Joun M. Ricwarps, B.A. Kansas 1956; M.S. Kansas State Teachers 1957. Residential pref- 
erence, residential location and home-work separation. Louisiana. 

Guienn P. Roenrxasse, B.S. Wyoming 1951; M.S. 1953. Beef cattle production functions. 
lowa (Ames). 

Ezra Sapan, M.Sc. Hebrew 1959. An analysis of the consumption and production behavior 
of the leading forms of agricultural organization. Chicago. 

Cartes A. SARcENT, B.S. Wisconsin State 1951; M.S. Wisconsin 1960. Opportunities for 
Wisconsin dairymen under a supply control program. Wisconsin. 

Lyte P. Scuertz, B.S. Illinois 1953; M.S. 1953, An analysis of supply control mechanics 
in the feed livestock economy. Minnesota. 

Ricwarp A. Srecet, B.A. California (Los Angeles) 1953; M.B.A. 1959. Inter-industry em- 
ployment impact of the California residential construction industry. California (Los 
Angeles). 

Dantet G. Sister, B.S.A, Purdue 1957; M.S. 1958. An economic appraisal of a direct pay- 
ments program for the feed-livestock economy. Cornell. 

J. I. Stewart, B.A, Toronto 1935; M.Com. 1957; M.A. 1960, An economic analysis of 
the principles and procedures of valuation of real property in Canada. Toronto. 

Micwaet D. Sunn, B.S. Nebraska 1957; M.S. 1959. Contribution of institutional economics 
to a conceptual framework for land reform. Wisconsin. 

Om Prakasu Tanori, B.A. Panjab 1952; M.A. 1956. India’s program for agricultural de- 
velopment: uses and effectiveness of loans from U.S. owned rupee funds acquired through 
sales of agricultural surpluses. California (Berkeley). 

Rosert W. Taytor, B.S. Cornell 1956; M.S. Purdue 1959. Analysis of agricultural adjust- 
ment forces and relationships within Central Indiana (an application of mathematical 
programming). Puri: >. 


Rosert W. Tuomas, B.A. Iowa 1948; M.A. New Mexico 1951. Demand analysis applied 
to land resources. Jowa (Ames). 


Russett G. THompson, B.A.B.A. ‘Minnesota 1957. Optimal location and size of manufac- 
turing dairy plants in Minnesota. Minnesota. 

Wittram G. Tomek, B.S. Nebraska 1956; M.A. 1957. The theory and measurement of 
long-run demand (with special emphasis on food products). 

LutHer Tweeten, B.S. Iowa (Ames) 1954; M.S. Oklahoma 1958. The resource structure 
of U.S. agriculture. lowa (Ames). 


Ernet Vatrer, B.A. California 1923; M.A. 1952. The commodity composition and areal 
distribution of Iowa farm incomes 1948-1957. lowa. 


Epvarvo L. Veneztan, Catholic (Chile) 1957; M.S. Iowa (Ames) 1959. Economic analysis 
of fertilizer response data. Jowa (Ames). 


Mervin M. Wacner, B.S. Illinois 1954. Interregional competition in the frozen vegetable 
industry. California (Berkeley). 
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Tuomas D. Wattace, B.S. Oklahoma 1956; M.S. 1957. An analysis of location shifts in 
meat packing. Chicago. 

Hersert W. Warsurton, B.S.A. Georgia 1954; M.S. 1959. An economic evaluation of 
fluid milk supply, movement, utilization, and potential demand in Florida. Florida. 

J. P. Warner, B.Sc. London 1948; M.A. Alberta 1960. The possibilities of further manu- 
facturing Canada’s mineral products. Toronto. 

Tuomas A. Witson, B.S. Ohio 1955; M.S. 1957, Destructive practices in the marketing of 
fluid milk, with an analysis of causes and evaluation of preventive measures. Cornell. 
Rosert C. Yost, B.S. Indiana 1947; M.B.A. 1949. Determinants of the impact of the 
Ventura Freeway on adjoining land uses and property values in the San Fernando Val- 

ley, California. California (Los Angeles). 


Fiorenvo F. Zasran, B.A. East, 1950; M.A. 1953; M.S. Cornell 1956. Economics of beef 
cattle production in the Philippines, Cornell. 


Labor Economics 
Degrees Conferred 
Aura-Lez Aceton, Ph.D. Southern California 1961. An investigation into planning tech- 
niques for maximization of manpower in England and in the United States. 


Atan B. Batcuetper, Ph.D. Harvard 1961. An economic and historical analysis of the 
causes of variation among northern standard metropolitan areas in productivity of 
Negro men in 1949. 


Davin G. Brown, Ph.D. Princeton 1961. Determination of salary and wage structures. 


James D. Brown, Jr., Ph.D. Wisconsin 1961. Changes in inter-industry wage levels and 
cost-push inflation; the experience during the post-war period. 


Apert H, Crark, Ph.D. Pennsylvania 1961. The development and operations of the em- 
ployee retirement system operated by the city of Philadelphia. 
Anprew J. Coorer III, Ph.D. Princeton 1961. The wages of airline pilots: the system of 


wage computation, the wage level and the wage structure of pilots employed by U‘S. 
scheduled airlines. 


N. F. Davis, Ph.D. Indiana 1960. Trade unions’ practices and the Negro worker—the 
establishment and implementation of AFL-CIO anti-discrimination policy. 


Francis S. Doopy, Ph.D. Harvard 1961. Case studies in the theory of union growth, 1860- 
1920. 


J. D. Dunn, Ph.D. Alabama 1961. White-collar unionization in the Deep South. 
Grorce E. Eaton, Ph.D. McGill 1961. The development of trade unionism in Jamaica. 


Joun C. Etac, Ph.D. California (Los Angeles) 1961. The employment of Mexican workers 
in U.S. agriculture, 1900-1960; a binational economic analysis. 


Marjorie S. Gatenson, Ph.D. California (Berkeley) 1961. Comparative real wages in the 
United Sates and eight European countries. 


Grorce J. Gore, Ph.D. Michigan 1961. Industrial relations in leading Michigan highway 
construction firms. 


Harry L. Hatz, Ph.D. Southern California 1961. Wage differentials in theory and prac- 
tice: the effect of status on wage differentials. 


James D. Hammonp, Ph.D. Pennsylvania 1961. The effect of mergers on private pensicns. 


Rosert I. Histor, Ph.D. Colorado 1961, The United States and the Union of Soviet So- 
cialist Republics in the International Labor Organization. 


Arnotp M. Katz, Ph.D. Yale 1961. Cyclical unemployment and the secondary family 
worker. 


Jay B. Kennepy, Ph.D. Indiana 1961. Protective labor legislation in Indiana. 


Cartos J. Lastra-Gonzatez, Ph.D. Harvard 1961. The impact of minimum wages on a 
labor-oriented country. 
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Wittiam J. Lez, Ph.D. Catholic 1961. “Right to work” laws: some economic and ethical 
aspects. 

AmiraM Levtov, Ph.D. New York 1961. Labor-management cooperation programs: some 
hypotheses and findings. 

Wittarp A. Lewis, Ph.D. New York 1961. The extent of judicial enlargement of labor 
dispute disqualification concepts in state unemployment compensation laws: a study in 
statutory construction with special emphasis upon the impact on managerial decision- 
making in the areas of personnel and labor relations. 

Joseru J. Metone, Ph.D. Pennsylvania 1961. Collectively-bargained multi-employer pen- 
sion plans. 

Hixmat Nasutst, Ph.D. Georgetown 1961. Labor organization and development in Syria 
1946-1958. 

Joun C. O’Brien, Ph.D. Notre Dame 1961. An analysis of the standards of administration 
of union welfare and pension funds. 

Cratr A. Peterson, Ph.D. Mass. Inst. Technology 1961. Supply of scientific and engineer- 
ing manpower. 

Lronarp Rico, Ph.D. Mass. Inst. Technology 1961. Information processing and the man- 
agement of personnel: a survey of recent experience with computer technology. 

Raymonp R. Ritt1, Ph.D. Cornell 1960. Engineers and managers: a study of engineering 
organization. 

Ray C. Roperts, Ph.D, North Carolina 1961. Collective bargaining in the motor freight 
industry. 

Ricuarp L. Rowan, Ph.D. North Carolina 1961. Some aspects of the growth of organized 
labor and public policy. 

Dantet M. State, Ph.D. Washington 1961. Monopsony in the labor market: a case study 
of the Hawaiian sugar industry. 

Cyrus F. Smytue, Jr., Ph.D. Washington 1961. Protection of individual rights in collec- 
tive labor relations. 

Viapimir Storkov, Ph.D. Johns Hopkins 1961. The allocation of scientists and engineers. 

Nam Won Sus, Ph.D. California (Berkeley) 1961. Dependent organization with emphasis 
on labor organization. . 

Koj Tarra, Ph.D. Stanford 1961. The dynamics of Japanese wage differentials, 1881-1959, 

James E. WixtiaMs, Ph.D. Wisconsin 1961. Labor relations in the telephone industry. 

Paut A, Wetnstern, Ph.D. Northwestern 1961. Featherbedding and racketeering: an 
analytic and legal study. 


Aubert E. Wotrr, Ph.D. Texas 1961. An approach to estimating production performance 
on nonrepetitive work. 


Theses in Preparation 


Maumup M. At-Hasis, B.A. Texas 1953; M.A. 1955. Government policies and the labor 
movement in the Middle East. Wisconsin. 
LutHer L. Battey, B.B.A. Texas 1950; M.B.A. Southern Methodist 1958. Study of se- 


lected areas of information provided by employers in collective bargaining in Texas. 
Texas. 


Howarp Btocu, B.A. Duke 1958; M.A. Princeton 1960. Difficulties of cutting labor costs 
in the presence of a strong trade union. Princeton. 

Vernon E, Buck, B.A. Yale 1956; M.S. Cornell 1960. Perceived job pressure as a func- 
tion of several variables. Cornell. 

Mauryver D. Cuaupury, M.A. Delhi 1952. Trained manpower requirements in a de- 
veloping economy: case study of India. Duke. 

Myonc Cue Cuon, B.A. Seoul National University 1948; M.A, 1950. An international 
comparison of patterns in inter-industry wage differentials. Stanford. 
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Frank E. Corton, Jr., B.S. Mississippi State 1946. Major changes in the Mississippi labor 
force; their causes and effects. Pittsburgh. 


Tuomas O. Derrerscumint, B.A. Fort Hays State 1958. The “duty to bargain” in federal 
labor law. Texas. 


Grorce E. Desnon, B.A. California (Los Angeles) 1937; M.B.A. Texas 1953. Fringe bene- 
fits in department stores. Texas. 


Puitre Duriez, B.A. New Mexico Western 1959; M.A. Baylor 1950. Work rules problems 
in railroads. Louisiana State. 


Luioyp J. Extiort, B.S. St. Mary’s 1955; M.B.S. Houston 1955. The employment problem 
in a mature economy. Texas. 

Moretitze J. Emerson, Jr., B.A. Luther 1957; M.A. Iowa 1960. Variation and transition 
in the spatial distribution of retail employment in Iowa. Jowa. 

Francis W. Gator, Jr., B.S. American 1956; M.A. 1956. Labor organization: its eco- 
nomic power. American. 


Jace H. Gore, B.A. New Mexico 1952; M.A. 1959.°A theory of the seasonal agricultural 
labor market. Colorado. 

Gérarp J. Hésert, B.A. Montréal 1942; Lic. phil. Collége de I’Immaculée Conception 
1947; Lic. theol. 1954. The juridical extension of collective agreements in the Quebec 
construction industry. McGill. 

Joun R. Huyricus, B.A. Johns Hopkins 1951; M.S. Purdue 1956. The impact of indus- 
trial organization on the attitudes of research chemists. Cornell. 

Grorce C. Hoyt, B.A. Stanford 1950; M.A. Chicago 1954. A study of retirement prob- 
lems. California (Berkeley). 

Lawrence A. Jounson, B.S. Boston 1955; M.B.A. 1958. Industrial relations in the 
tobacco industry of the United States. Stanford. 

Davw E. Kaun, B.S. Arizona State 1955; M.A. Claremont 1958. Minimum wage and 
the structure of wages; effects and consequences, 1945-1958. Stanford. 

Erwin L. Ketty, Jr., B.A. California 1954. The Negro in unions in the New Orleans 
area during the nineteenth century. Tulane. 

Tuomas K. Kim, B.A. Berea 1952; M.B.A. Indiana 1954. The growth of per capita 
personal income of the southeastern region of the United States, 1941-1950. Tulane. 
Gunpar J. Kino, B.B.A. Oregon 1956; M.B.A. Stanford 1958. Manpower in Soviet 

Latvia. Stanford. 

Davi Kierverman, B.S. Northwestern 1948; M.A. DePaul 1954, Ability to pay wages— 
concept and measurement. Chicago. 

Rosert G. Lanvott, B.A. Austin 1934; M.A. 1937. Historical relevancies of the supply 
of Mexican workers to the development of the industrial labor movement in Texas. 
Texas. 


CHartes F. Martin, B.A. Wayne 1956; M.A. Mississippi 1957. History of organized 
labor in the Atlanta, Georgia, area. Louisiana State. 

JoserH McGovern, B.S. Villanova College 1941, The historical impact of Philip Murray 
in the field of labor relations. Georgetown. 

Artyn J. Metcuer, B.A. Bakersfield 1951; B.S. California 1953; M.B.A. California 
1954. Collective bargaining in the agricultural implement industry: impact of company 
and union structure on development of collective bargaining in three companies. 
Chicago. 


Daniet Mutvey, M.A. Fordham 1952. An inquiry concerning the theories on inter- 
industry wage structure. Georgetown. 


Freverick S. O’Brien, B.S. Kansas 1954; M.A. Stanford 1958. Supply and demand for 
military personnel. Stanford. 


Sam F. Parict, B.S. St. Edward 1954; M.B.A. Texas 1957. A study and analysis of the 
unionization of Latin Americans in Austin, Texas. Texas. 
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Roy Pencwansxy, B.S. St. Peters 1956; M.I.L.R. Cornell 1958. Operation and problems 
of health and welfare plans in the building trade industry. Harvard. 

Perer A. Prosper, B.S. Pennsylvania State 1958; M.A. North Carolina 1959. Suitable 
work under employment compensation laws in the United States. Cornell. 

Epwarp Reiciarp, B.A. Middlebury 1926; B.D. Yale 1929; M.B.A. Stanford 1954. The 
effect of collective bargaining upon featherbedding since the passage of the Taft-Hartley 
Act. Stanford. 

Jennie Ricumonp, B.A. Maine 1944; M.A. 1946. Apprenticeship and industrial training 
programs and the supply of skilled labor. Boston. 

Avex J. Srmon, B.B.A. Texas 1950; M.B.A. 1956. Effective employment of the physically 
handicapped. Texas. 

Louis A. Sustpson, B.A. Ohio Wesleyan 1958; M.A. Princeton 1960, The labor market 
for research development personnel. Princeton. 

Donato R. Snopcrass, B.A. Miami 1957; M.A. Yale 1958. Wage-rate changes and other 
influences on the general level of wages. Vale. 

Ernst Stromsporrer, B.A. Washington (St. Louis) 1958; M.A. Illinois 1959. Structural 
unemployment in the United States: 1947-1962. Washington (St. Louis). 

Rrap B. TasBaran, B.A. American (Beirut) 1956. Population and labor force response to 
economic development. Vanderbilt. 

Kojt Tarra, B.A. New Mexico 1953; M.A. Wisconsin 1954. The dynamics of Japanese 
wage differentials, 1881-1959. Stanford. 

Epvwin F. Terry, B.S. Oklahoma 1950; M.A. Kansas 1956. Homer Hoyt’s urban employ- 
ment multiplier. Jowa (Ames). 

Jacx N. Tuornuttt, B.A. Wittenberg 1949; M.Lit. Pittsburgh 1950. Industrial relations 
and collective bargaining in the plastics and allied products industry. Louisiana State. 

Joun Wittman, Jr., B.S. Southern State 1957; M.B.A. Arkansas 1958. Characteristics of 
industrial labor force mobility in the state of Arkansas. Arkansas. 


Harotp Woot, B.S. Brooklyn 1936. Skilled manpower needs and resources of the armed 
forces—trends and implications. American. 


Josern S. Ze1ser, B.S. New York 1947. Frictional unemployment in Great Britain and 
the United States. American, 


Population; Welfare Programs; Consumer Economics 
Degrees Conferred 


Paut G. Demeny, Ph.D. Princeton 1961. Investment allocation and population growth. 

Sayep M. Ex Hawary, Ph.D. New York 1961. The role of consumption patterns in eco- 
nomic growth. 

Gripert Marnoerer, Ph.D. Pittsburgh 1960. Background and economic aspects of immi- 
gration to the United States and the world refugee problem. 

Larry A. Syaastap, Ph.D. Chicago 1961. Income and migration in the United States. 

Exveanor M, Snyper, Ph.D. Columbia 1961. Low incomes in urban areas. 

Custer E, Swank, Ph.D. Ohio State 1961. Levels of consumer food-buying knowledge, 


factors involved in consumer decision-making, and implications for consumer marketing 
economics programs. 


Paut T. THerxiipsen, Ph.D. Colorado 1960. Public welfare: a positive micro institu- 
tional and normative macro institutional approach, 

Ricxarp G. WaAtsH, Ph.D. Wisconsin 1961. Private development, utilization and evalua- 
tion of recreation resources in northern Wisconsin. 


Tora G. Winakor, Ph.D. Iowa (Ames) 1960. Factors associated with changes in cloth- 
ing expenditures in the United States, 1929-1958. 
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Yasuxkicnt Yasusa, Ph.D. Johns Hopkins 1961. Economics of the birth-rates of the 
white population, United States, 1800-1860. 


Theses in Preparation 


A.-S. M. Montupptn Aumep, B.A. Dacca 1953; M.A. 1954. Human fertility and fertility 
differentials in Pakistan—a socio-economic and demographic study. Duke. 

Juan Aponte, B.S. Puerto Rico 1950; M.S, Michigan 1955, An analysis of government 
pension plans for the Commonwealth of Puerto Rico. Pennsylvania. 

Kar Soo Banc, B.A. Chosun Christian University (Korea); M.A. Pennsylvania 1960. 
Social security programs in Great Britain, Japan, Malaya, and the United States, and 
proposed programs for Korea. Pennsylvania. 


Jacos M. Duxer, B.A. Harvard 1942; M.B.A. 1947. A study of the consumption patterns 
of single and multiple earner families. Chicago. 

Marte ve Vroet Kosrak, B.A. Netherlands School of Economics 1956; M.A. Chicago 
1960. Television set expenditures and ownership. Chicago. 


J. Writ1aM _Leasure, B.A. New Mexico 1958; M.A. Princeton 1960. Fertility in Spain. 
Princeton, 


Boyp H. Lyncn, B.A. Fresno State 1951. A study of costs and incomes in non-profit 
community hospitals. Washington. 
James E. Martin, B.S. Alabama Polytechnic 1954; M.S. North Carolina State 1956. 


An application of distributed lags in short-run consumer demand analysis. lowa 
(Ames). 
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VACANCIES AND APPLICATIONS 


The Association is glad to render service to applicants who wish to make 
known their availability for positions in the field of economics and to 
administrative officers of colleges and universities and to others who are 
seeking to fill vacancies. 


The officers of the Association take no responsibility for making a selec- 
tion among the applicants or following up the results. The Secretary's 
Office will merely afford a central point for clearing inquiries; and the 
Review will publish in this section brief description of vacancies announced 
and of applications submitted (with necessary editorial changes). Since 
the Association has no other way of knowing whether or not this section is 
performing a real service, the Secretary would appreciate receiving notifi- 
cation of appointments made as a result of these announcements. It is 
optional with those submitting such announcements to publish name and 
obiieets or to use a key number. Deadlines for the four issues of the 
Review are February 1, May 1, August 1, and November 1. 


Communications should be addressed to: The Secretary, American 
Economic Association, Northwestern University, Evanston, Illinois. 


Vacancies 


Senior economist: Economics division of New York research institution has opening 
for senior economist. Ph.D. in economics and experience in economic research. Com- 
bined research and teaching background desirable. mcr with national income 
accounts and application of economic theory to analysis of current developments; 
writing experience and skill essential. Starting salary from $10,000 to $15,000, depend- 
ing on qualifications. Liberal pension and other benefits. P242 


Head, Department of Business Administration: Opening in a rapidly paving state 


college in the South. Doctor's degree in economics or in some field of business ad- 

ministration required. Departmental staff consists of ten full-time faculty members. 

Rank may be professor and salary may be to $11,000 for eleven months depending upon 

yar on Write: Dean Thomas J. Stanly, Nicholls State College, Division of 
pplied Sciences, Thibodaux, Louisiana. 


Petroleum economist: A major oil company offers opportunity in the southwest for an 
economist with a graduate degree, doctorate preferred. Experience in the petroleum 
industry would be heipful but not required. Position requires ability to conduct inde- 
pendent research on a wide variety of problems related to industry and company opera- 
tions. Salary depends upon education and experience. Please send résumé giving full 
account of professional background and experience. All replies will remain strictly con- 
fidential. P243 


Marketing-statistics: Southwestern four-year senior college with 8,000 enrollment, 
business and economics staff of 30, seeks outstanding man to teach combination market- 
ing and business statistics. Salary $6,500 up for 9 months, with rank of full professor, 
depending upon qualifications. Please send complete résumé and small photo. Write to 
Dr. W. B. Nelson, Head, Department of Business and Economics, Arlington State 
College, Arlington, Texas. 


Accounting: Southwestern four-year senior college with present accounting staff of five 
seeks experienced accounting instructor with master’s and C.P.A. and/or doctorate. 
Salary $7,000 and up for 9 months. Please send complete résumé and small photo. 
Write to Dr. W. B. Nelson, Head, Department of Business and Economics, Arlington 
State College, Arlington, Texas. 


Labor economists: Department of Labor has openings for work in the fields of wages, 
manpower, loyment, labor and industrial labor conditions and related fields. 
Salaries range from $6,435 to $13,730 depending upon experience and training. To 
apply, send résumé or Standard Form 57 to the Executive Secretary, Board of U.S. 
Civil Service Examiners, U.S. Department of Labor, Washington 25, D.C. 


Head, Department of Beonomics: Rank of professor. Ph.D, in economics, teaching 
experience, publications, and experience in directing doctoral dissertations are re- 
quired. Salary dependent on qualifications. Midwest, September, 1962. P244 


Head, Department of Agricultural Economics and Parm Management: University of 
Alberta invites applications for position of professor (or associate merge et and head 
of a department of agricultural economics and farm management which is being 
established, Minimum salary $9,000 for associate professor and $12,000 for professor. 
Applicants should hold PhD. degree or equivalent with specialization in agricultural 
economics and/or farm management and should have a strong background in eco- 
nomics. Duties will include the initiation and development of a research program, 
undergraduate and graduate teaching and some extension work. Duties to commence as 
early as practicable but no later than September 1, 1962. Enquiries about details and 

rospects should be sent to: Dean, Faculty of Agriculture, University of Alberta, 
idmonton, Alberta, Canada. 


Economists Available for Positions 


Economics: Man, 45; M.A,, Ph.D. (economics). Years of teaching experience; Ford 
Foundation grant, Now on a university faculty. Desires teaching or research position 
in Southwest or West with above-average responsibilities. E952 


Investments, finance, international relations; Man, 57; M.A,, M.S., Ph.D. Broad busi- 
ness experience as well as teaching experience, including administration as depart- 
ment head; various publications; presently professor of finance; excellent references. 
Desires position teaching above subjects. Available in fall, 1961. E962 


Money and banking, mortgage finance: Man, 32; Ph.D. course work completed. 
Seventeen months ot experience as director of research for a banking association; 1 
year On an international trade project; good knowledge of Spanish. Desires a staff 
position in research or administration with private industry or a teaching-adminis- 
trative position with a university. E971 


Marketing, statistics, economic analysis, money and banking, internation-<I economics, 
public finance, history of economic thought: Man, married; Ph.D, dissertation in 
process, Nearly 15 years of responsible professional experience in directing and con- 
ducting economic and marketing research for management. Fellowship; university 
teaching. Seeks teaching or business position. E975 


International economics, economic development, macroeconomics, public and business 
ad ministration: Man, 29; Ph.D., Columbia University, M.B.A., Harvard University. 
Three years of teaching experience at graduate and undergraduate levels; economist 
with an international organization; some industrial experience. E979 


Economic theory, labor, finance: Man, in 40's, Twenty years of postdoctoral research, 
writing, and teaching. a sg hy — in graduate level instruction and research. 


In Who's Who in America, Who's Who in Commerce and Industry, etc. E980 


Economics, money, banking, and finance, accounting, business law, management: Man, 
56; ].S.D., Ph.D. Experienced college economics teacher; professional experience in 
law and accounting practice. Norman S. Lehrman, 1300A Midland Avenue, Yonkers, 
N.Y. 

Business management, business ethics, marketing, public finance, investments, eco- 
nomic principles, business history and trends: Man, 45, married; M.A., work toward 
Ph.D. Fifteen years in business management; assistant to chief executives. Also some 
teaching, newspaper and magazine editoral work, and city planning; presently man- 
agement consultant; publications; conservative leanings. Wishes to devote full time 
to teaching and writing. E988 


Economic planning, research studies: Man; B.S. Economics, B.S. Foreign Trade, M.A. 
Business, Eleven years of experience in all phases of comptroller; presently a research 
analyst with a university. Will relocate. Salary open. E990 


Labor economics, manpower, personnel, and industrial relations: Man, late 30's; B.A. 
in Economics and Sociology, M.A. in Economics, some course work toward doctorate. 
Experience in above fields and research, with operational experience in last field; edit- 
ing and publications; writing; teaching. Presently employed. In Who's Who in South; 
foreign travel; some knowledge of Spanish. Minimum salary circa $10,000 per annum 
with chance to advance. E992 


Labor economics, labor legislation, collective bargaining, labor market, principles, 
history of economic thought: Man, 40; Ph.D. Twelve years of college teaching ex- 
perience; government positions; two books and numerous articles and reviews. 

E1001 


International finance, economic development, public finance, monetary and fiscal 
policy: Man, 32; M.A., Ph.D. requirements except dissertation substantially com- 
eevee Fellowships; languages; area concentration Southeast Asia and Western 
Jurope. Three years of research experience in government and research organization. 
Seeks research position, Willing to relocate. E1002 


Mathematical economics, economic statistics, national income, economic development 
and growth: Man, 29; B.Com.(Econ.), Dip. Stat., M.P.H. (Biostat.), course require- 
ments for Ph.D. completed and dissertation in progress (expected to finish by Septem- 
ber, 1961). Experience in research and teaching. Desires teaching and/or research 
position. E1004 


International economics: Man, 31, married; M.A. Canadian born and educated. Italian, 


French. Desires teaching position. Joseph P. Caccamo, 2485 Huntley Avenue, Ottawa, 
Canada. 


Marketing, statistics, business and industrial economics: Man, 40, married; B.A., M.A., 
Ph.D. credits completed, Fourteen years of experience in designing and conducting 
economic and market research projects; contributor of articles to various publications. 
Seeks research position with business or industry. E1005 


Public finance, labor economics, history of economic thought, comparative systems, 
principles: Man, 32; Ph.D., September, 1961. Experience in economic research, labor 
relations, college and extension teaching; Fulbright scholar; member of state arbitra- 
tion panel. Currently citizenship clearing house fellow in state and local government; 
special assistant to mayor of large midwestern city on Ford F ndiiien Sedat govern- 
ment community development project. Available in February, 1962, for full-time teach- 
ing in college or university. E1006 


Economic theory, history of economic thought, international economics, national ac- 
counts, development, European economic history: Man, 41, married; B.B.A., require- 
ments for Ph.D; completed pending dissertation. Teaching experience; fellowship 
recipient; also business experience. Desires teaching position, northeast or West Coast 
preferred; salary open. E1007 


Finance, money and banking, investments, capital markets, Soviet economy, statistics, 
international trade, economic theory, economic development: Man, 35; Ph.D., Colum- 
bia University. Publications include book in finance (1961) by leading publisher. Four 
years of full-time teaching experience at eastern state university; last 3 years as visiting 
lecturer and consultant in Far East; now directing United Nations sponsored research 
project to be completed in early 1962. Intimate theoretical and practical knowledge of 
problems of economic development and capital formation. Desires opportunity for 
teaching and research. E1008 


Money and banking, economic theory and its history, economic systems, international 
economics, economic development: Man, 49, married; Ph.D. Publications; research in 
progress; U.S. and foreign experience. Will attend 1961 meetings of Southern and 
American Economic Associations. Available for teaching, research, or both in June or 
September, 1962. E1009 


Economics, industrial relations, economic and social problems of less developed areas: 
Man, 39, married; Ph.D. (Econ.), University of London. Experience in industrial and 
labor relations, economics and social change in the Caribbean and Africa; university 
extension work; several years of university teaching experience; recipient of various 
research fellowships; author of several publications; member of arbitration tribunals, 
salaries commissions. Interested in teaching and research in the above fields. Available 
in September, 1961. E1010 


Soehbane, Foe Man, 28, married; B.S. (acctg.), M.B.A. (econ., fin.); top 10 per 
cent of graduate school class. Will relocate. John Stuligross, 82 Oriole Road, Pontiac, 
Michigan. 


Principles, money and banking, economic theory and history, international economics, 
economic development, public finance, labor economics: Man, 35, married; Ph.D., 
University of Pennsylvania. Six years of teaching experience; 1 year research assistant 


at M.S.U.; 1 year government, Seeks teaching or teaching-research position or chal- 
lenging opportunity in industry, Available in February or September, 1962. Biot 


Keonomies, statistics: Woman, 26; M.A, (econ.), course work in statistics toward 
doctorate, Three years of diversified teaching experience, including college teaching; 1 
year of research for published industrial study; scholarships. Seeks teaching and/or 
research position in New York City area. Available in fall, 1961. B1012 


Evonomic development, international economics, labor relations: Man, 34; M.P.A. 
(econ.), Harvard, 1959, M.A, (int. rela.), International economist, U.S. Department 
of Commerce; 6 years in U.S. foreign service; 2 years in trade-union work; research 
and dissertation on European economic problems and labor economics; fluent German 
and knowledge of Serbo-Croatian. Seeks research or administrative position in fields 
indicated with university, private organization, or business in U.S. or abroad, 1013 


Econometrics, applied economic statistics, mathematical statistics, mathematical eco- 
nomics, operations research, input-output analysis, linear programming, micro- and 
macroeconomic theories, history of economic thought, money and banking, business 
cycles, international trade and finance: Man, 38, married; B.A., M.A,, Ph.D. expected 
in June, 1962, all in economics. Several years of experience in academic research 
institutes, Desires teaching and research position in liberal arts college or university for 
next academic year beginning July or September, 1962. Bioi4 


Economic theory, money and banking, industrial organization, economic development, 
international economics, public finance: Man, 34, married; Ph.D., Yale University. 
Several years of full-time teaching experience, plus 5 years as staff economist studying 
monetary and business conditions at home and abroad, including underdeveloped coun- 
tries, Currently economist with major monetary institution, Desires return to teaching, 
in which now engaged part time. Eos 


RECORD ATTENDANCE. Nearly 19,000 share owners attended the 1961 annual meeting 
of A.T.&T. This was the largest attendance ever recorded by any business. There 
was full and free discussion of many matters — evidence of democracy at work. 


Now...2,000,000 Bell Telephone Share Owners 


A NEW MILESTONE IN DEMOCRACY 
AND AMERICAN BUSINESS 


The ownership of the country’s 
largest business by over two million 
people is a dramatic testimonial to 
the American economic system. Here, 
for all the world to see, is democracy 
at work. 


The result is a communications serv- 

ice of increasing value to both the 

ublic and business and a vital element 
in national defense. 


The owners of American Telephone 
and Telegraph Company stock are 
people in all walks of life, in every 
section of the country. 


A great many are small share own- 
ers. Kbout 290,000 own fewer than 
ten shares. 42% are women. An ad- 
ditional 31% are joint accounts, gen- 
erally in the names of husband and 
wife. More than 300,000 are tele- 
phone employees. 


In addition to the direct owners, 
many millions of other people have an 
important, beneficial interest through 
the holdings of their insurance com- 
panies, pension funds, investment 
companics, unions, savings banks, etc. 


Without the money that A. T. & 'T. 
share owners have put in the business, 
you could not possibly have the tele- 
phone service you enjoy today. Nor 
would there be work and wages for 
over 730,000 employees. 


This year alone share owners have 
furnished $961,000,000 in new capi- 
tal by subscribing to A. T. & 'T: stock. 


Given the opportunity to plan 
boldly for the future—and with earn- 
ings on a level that makes such prog- 
ress possible—you can be sure that we 
will make further contributions to the 
growth and security of the nation. 


BELL TELEPHONE SYSTEM (Bh) 


—_ 
| 


CREDIT: 


Their Influence on Jobs, Prices, and Growth 
The Report of the Commission on Money and Credit 


Features: 


@ A Completely Impartial Report 
represents business, labor, 
professional economists and 
independent financial organizations, 


@ The Report deals with achieving 3 
economic goals: (1) sustained high 
levels of production and employ- 
ment, (2) reasonable price stability, 
(3) an adequate rate of economic 
growth. 


@ The Report analyzes the following 
economic areas: monetary policy, 
the public debt, the role of private 
financial institutions, federal credit 
programs, international monetary 
relations, the choice and 
combination of policy instruments, 


Each area was studied intensively 
for approximately two years by a 
separate task force composed of 
Commission members and research 
scholars prior to the preparation 
of this Report. 


This long-awaited Report presents the riost 
complete study of American public and pri- 
vate financial institutions, policies, and prac- 
tices ever made in the United States, The 
Report of the Commission on Money and 
Credit, complete and impartial, focuses on the 
major economic goals for the United States. 
The present Report brings to a conclusion 
almost three years of research, study, and 
discussion by the Commission, which con- 
sisted of distinguished executives drawn 
from financial, industrial, agricultural, and 
labor groups, A staff of well-known scholars 
from 100 universities acted as advisors to the 
Commission and carried out the research. 
The Commission has been financed by grants 
from the Ford Foundation, the Merrill 
Foundation, and the Committee for Eco- 
nomic development. 


July 1961 Text edition, paperbound; $2.00 
Cloth edition price to. be announced 


for approval copies, write: Box 903 


Please mention Tux American Economic Revinrw When Writing to Advertisers 


ii 


ow 


The question for the ’Sixties — 


WHAT 
PRICE 


ECONOMIC 


GROWTH? 


Gives a specific and detailed proposal de- 
signed to produce a material increase in 
American economic growth within our 
free enterprise system. The contributions 
of distinguished scholars analyze the costs 
and disadvantages as well as the benefits 
to be expected from an effective growth 
program, Up to now, few studies have 
admitted these costs and problems, yet 
they are important in American politics 
and vital in our international position. 
The editors and contributors analyze such 
relevant aspects of the economy and gov- 
ernment policy as stabilization policy (the 
avoidance of inflation and unemploy- 
ment), antitrust policy, and the balance of 
payments, The book is excellent as supple- 
mentary reading in courses in public 
finance, comparative economic systems, 
development economics, public control of 
business, and international trade, 


August 1961 192 pp. 
SPECTRUM PAPERBACK; $1.95 
Cloth edition: $3.95 


Edited by KLAUS KNORR, 
Professor of Economics and 
Associate Director, Center 
of International Studies, 
Princeton University, and 
WILLIAM J. BAUMOL, 
Professor of Economics, 
Princeton University 


Table of Contents: 


@ Purposes of an Accelerated 
Growth Program by Klaus 
Knorr 

@ A Family of Growth Proposals 
and Their Costs by Klaus 
Knorr 

@ Proposals for Increasing the 
Growth of National Output 
by William J, Baumol 

@ The Fiscal Structure of the 
Proposal by William 
Carmichae 

@ Measurement of the 
Effectiveness of the Tax- 
Plan by Richard E, 
Quandt 

@ Implications of Growth 
Incentives for the Problems of 
Inflation and Unemployment 
by William G. Bowen 

@ Growth Incentives and 
Antitrust Policy by Jesse 
Markham 

M@ Economic Expansion, External 
Solvency, and the Gains from 
Trade by Sterie T. Beza and 
Gardner Patterson 

@ Some Political Obstacles to the 
Implementation of Economic 
Growth Proposals by Sidney 
Verba 


Prentice-Hall, Inc., Englewood Cliffs, N. J. 
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How to keep up to date 
in the field of economics: 


SEE Money and Banking, 4th Ed. 


by Raymond P. Kent, University of Notre Dame 


The many changes in monetary procedures and thought during 
the last five years are reflected in this revision, You will find an 
unrivalled description of the processes of demand-deposit expan- 
sion and contraction and of the factors affecting commercial-bank 
reserves, ‘There is a strong (and timely) emphasis on the role of 

»id in modern monetary systems. The material on international 
Taanee now takes into account the recent movements toward 
freedom in the foreign exchange markets of major trading nations 
and the great increase in international investment. Five chapters 
are devoted to nonbank financial institutions. 


1961, 799 pp., $7.75 


SEE Studies in Economic 


Development 


by Bernard Okun, Princeton University, and 
Richard W. Richardson, International Monetary Fund 


These 89 articles—many of them classic pa cover all the major 
roblem areas. Representative writers: Kuznets, W. A. Lewis, 
ostow, Viner, Domar, Nurkse, and Hoselitz. 


1961, 507 pp., $7.00 


SEE Economics: Measurement, 


Theories, Case Studies 
by George Soule, Emeritus, Bennington College 


For students who need a knowledge of economics as an essential 
part of a liberal education. 1961, 458 pp., $5.75 


SEE Advertising: Its Role in 
Modern Marketing 


by S. Watson Dunn, University of Wisconsin—1961, 636 pp., $7.00 


HOLT, RINEHART AND WINSTON 


$83 Madison Avenue, New York 17, New York 
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Revision 
ECONOMICS—Principles and Applications 


4th Edition-—By J. H. Dodd, Mary Washington College 
University of Virginia 
Thomas J. Hailstones, Xavier University, Cincinnati 


The changes and improvements in this major revision entail a 
rearrangement of content, some completely rewritten chapters, new 
subject matter, and a new emphasis on economic analysis. Current 
economic thought is reflected in all discussions. The section of the book 
devoted to macroeconomics has been strengthened and historical matter 
minimized. A balance is maintained between macroeconomics and 


microeconomics. 


An optional workbook is available. A series of objective tests is fur- 
nished free each year for each student using the textbook. 


A New Title 


BASIC ECONOMICS 


By Thomas J. Hailstones, Xavier University, Cincinnati 


This one-semester textbook provides an integrated presentation of 
macroeconomics. The text material moves from basic principles to a 
high level of economic analysis. It discusses the role of government and 


offers a practical guide to the use of government action in the economy. 


The measurement of national production and income, the price level, 
and employment are explained. Many important reservations, restric- 
tions, and fallacies in the interpretation and use of these concepts are 
also pointed out. The Flow of Funds and the determinants of the 
Gross National Product are adequately treated. 


SOUTH-WESTERN PUBLISHING CO. 


: (Specialists in Business and Economic Education) 
Cincinnati 27 New Rochelle, N.Y. Chicago 5 Burlingame, Calif. Dallas 2 
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ECONOMICS: An Introductory Analysis, Fifth Edition 


By PAUL A. SAMUELSON, Massachusetts Institute of Technology. 
855 pages, $7.50. 


In this completely updated edition of Samuelson’s outstanding text, the author has 
completely revised the Miecro-Economics Section and has added new aids for the 
student and the teacher. As before, a remarkable combination of rigorous analysis and 
a singularly teachable approach. Ideal for a wide variety of introductory courses. 


MODERN ECONOMIC ANALYSIS 
By WILLIAM FELLNER, Yale University. 459 pages, $7.50. 


A two-semester, junior-senior textbook in economic theory. The text examines modern 
micro-theory; macro-theory, including business cycles; the theory of economic growth ; 
and the essentials of “welfare economics.” These theories are considered in terms of 
policy problems, and the presentation of modern economic theory is always viewed 
in the light of its historical antecedents. 


ECONOMIC ANALYSIS FOR BUSINESS DECISIONS 
By ALAN 8. MANNE, Yale University. 177 pages, $6.95. 


This senior-graduate level volume surveys and introduces the new area that lies be- 
tween the disciplines of economics and industrial administration. Four chapters deal 
with linear programming, two with integer programming, and three with inventory 
models and sequential decision theory. Considerable emphasis is placed upon sensi- 
tivity analysis and the role played by implicit prices. 


INTERMEDIATE ECONOMIC ANALYSIS 


By W. HARRISON CARTER and WILLIAM P. SNAVELY, Uni- 
versity of Connecticut. 423 pages, $6.95. 


This text is designed to present a clear and concise statement of the essentials of 
economic theory at an intermediate level. The major emphasis is on the purely theo- 
retical analysis, including price theory, distribution theory and national income 
analysis. Suitable for a one semester course, there are 12 chapters on Price Analysis, 
6 on Distribution and Factor Price Analysis, and 2 on National Income. 


McGraw-Hill Book Company, Inc. 
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ECONOMIC ISSUES OF THE 1960's 


By ALVIN H. HANSEN, Harvard University. The McGraw-Hill 
Economics Handbook Series. 248 pages, $5.50, (Text edition) 


An eminent economist views the great issues of the 1950’s in the context, of the 1960's, 
Professor Hansen deals with such issues as inflation, growth, economic development, 
monetary and fiscal policy, the spending pattern of the American people, the current, 
state of the theory of the trade cycle and its control, and the economic state of India 
where he apent a year in 1958. 


ELEMENTARY ECONOMICS: Principles, Problems and Policies 


By CAMPBELL R. McCONNELL, University of Nebraska. 800 
pages, $6.95. 


An introductory, principles-approach text in basic economics. A reviewer observes: 
“an excellent job in presenting principles in a teachable manner for the less rigor- 
ous elementary course. His detailed explanations are lucid and careful. He displays 
excellent perception of the difficulties that students encounter and covers tough areas 
thoroughly and accurately.” 


INTERMEDIATE PRICE THEORY 
By DIRAN BODENHORN, University of Chicago. 318 pages, $6.75. 


Text on traditional price theory specifically designed for the advanced undergraduate 
course. Our reviewer comments; “the usual discussion of scarcity, limited resources 
and unlimited ends which introduces most books on the subject has been dropped. 
The author immediately takes up the question of economic units and starts directly 
on the theory of the firm thereby reversing the usual procedure.” 


PRACTICAL FINANCIAL STATEMENT ANALYSIS, 
New Fifth Edition 


By ROY A. FOULKE, Dun & Bradstreet, Inc. McGraw-Hill Account- 
ing Series. Text Edition available in November, 1961. 


A completely updated edition of a proven work. The author presents, in practical, 
everyday language, a description of the techniques used in analyzing what is behind 
the figures in the four important statements used in portraying the financial condition 
of commercial and industrial businesses—the balance sheet, the income statement, 
the reconciliation of surplus, and the source and application of funds statement. As 
a basis for comparison, the author includes ratio standards determined from the yearly 
study of 10,000 business corporations. 


330 West 42nd Street New York 36, N.Y. 
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GQOPIES 
APPROVAL 


An exhaustive and indispensable new work .. . 


ECONOMIC AREAS 
OF THE UNITED STATES 


By Donald J. Bogue and Calvin L. Beale 


This extraordinary book presents a descriptive and statistical analysis 
of carefully delineated economic areas which are practicable units for 
use in both business and research. Areas such as the Piedmont, the 
Corn Belt, the Red River Valley, and many others are examined in 
great detail, with a wealth of significant data about each area, The 
statistical area system presented here will help to solve many of the 
problems that today puzzle economists, politicians, manufacturers, 
demographers, and others. 750 halftone illustrations, more than 100 
maps, 1440 pages, 8” x 10”. Price until November 1, 1961: $19.95. 
After November 1, $27.50. 


The Free Press of Glencoe, Inc. 


A DIVISION OF THE CROWELL-COLLIER 
PUBLISHING COMPANY 


60 Fifth Avenue « New York 11, N.Y. 


Available again 


On National Accounting 
by 


INGVAR OHLSSON 
Second impression 
A theoretical investigation of the foundations of national accounting and 
national income calculations. 


In a special section technique and results of the Swedish National Budget 
are discussed. 


Published by National Institute of Economic Research (Konjunkturinsti- 
tutet), Stockholm. 
Price: Sw. kr. 25:—(paper back) 
32:—(cloth bound) 


Please mention Tux American Economic Ravirw When Writing to Advertisers 
viii 


: Distribution: Almqvist & Wiksell, Stockholm 


YZ BOOKS 


INTRODUCTORY ECONOMICS 


_ By Norman F. Keiser, San Jose State College. Offers the student an understand- 
ing of the structure and operation of the American economy, an introduction to 


modern economic theory, and an insight into contemporary economic issues and 
problems. 1961. 560 pages. $6.50. 


ECONOMICS and AMERICAN INDUSTRY 


By Leonarn W. Weiss, San Jose State College. Combines the theory of the firm 
and the market place with studies of seven important industries and a prominent 
union, 1961. 548 pages. $7.50. 


WHOLESALING in MARKETING ORGANIZATION 


By Daviv A. Revzan, University of California, Berkeley. Clarifies the role of 
wholesaling, from both an internal and external point of view, in the entire marketing 
organization. 1961. 656 pages. $10.50.* 


EXECUTIVE CONTROL—The CATALYST 


By WitttAM Travers Jerome III, Syracuse University. Shows how executive 
control can and should be a creative force in business. 1961. 275 pages. $6.95.* 


ORGANIZED EXECUTIVE ACTION 
Decision-Making, Communication, and Leadership 


By Henry H. Axpers, University of lowa. Sets forth the basic elements of execu- 
tive action and shows how they are unified in the actual managerial process. 1961. 
604 pages. $8.50.* 


INVESTMENTS—Third Edition 


By Grorce W. Down, Stanford University; Doucias R. FuLLer, the Northern 
Trust Co.; and Francis J. CALKINS, Marquette University. A thoroughly updated 
and revised edition of a famous text. 1961. 561 pages. $9.00.* 


The PSYCHOLOGY of JUDGMENT and CHOICE 
By FRANK Restie, Michigan State University. 1961. 235 pages. $6.95. 


EQUITABLE PAYMENT 


By Evuior Jaques. Establishes an equitable work-payment scale for industry and 
commerce. 1961. 336 pages. $6.00. 


An ESSAY on TRADE and TRANSFORMATION 
By S. BURENSTAM-LINDER. 1961. In press. 


The AMERICAN COLLEGE 
A Psychological and Social 
Interpretation of Higher Learning 
Edited by Nevirt SANFORD, Stanford University. 1961. In press. 


* Also available in a textbook edition for college adoption. 


Send for examination copies. 


JOHN WILEY & SONS, Inc. 
440 Park Avenue South, New York 16, N.Y. 
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THIRD EDITION 
ESTATES AND TRUSTS 
GILBERT T. STEPHENSON 


This completely revised edition has been expanded to meet the 
needs of the American College of Life Underwriters and contains, 
in revised form, virtually all of the material in the older edition as 
well as new, more complex material for the advanced student who 
will be working actively in the field of settling estates and admin- 
istrating trusts. 

441 pages, $6.00 


“The outstanding text in its field.”—James L. Athearn, University 
of Florida. 


APPLETON-CENTURY-CROFTS, INC. 


33 West 34th Street, New York 1, New York 


ECONOMIC REFERENCE CHARTS 


—3rd annual editions now available 


—A visual presentation of vital and complex economic concepts 
and relationships 


—6 large 23” x 29” comprehensive charts in color 


#1 U.S. ECONOMY—GNP and Income flows 
#2 FINANCIAL GROUPS—Assets, Liabilities & Changes 
#3 NATIONAL WEALTH—composition of tangible assets 
#4 SECURITIES—a study of stocks and market values 
#5 COMMODITIES—the panorama of goods 
#6 U.S. BUSINESS—10 million organizations 
—Latest complete data and facts in this 1961-62 series 
—Contained in a convenient portfolio holder for quick reference 
—Complete set of 6 economic reference charts in portfolio at $6 the set 
—Used by economists, executives, librarians, and universities 
—Educators: write for our special educational program 


ECONOMIC RESEARCH CENTER 
P.O. BOX 247 PRINCETON, N.J. 
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RONALD books for business and economics courses .. . 


FUNDAMENTALS of ECONOMICS 


Ruby Turner Morris, Connecticut College 


This eminently readable new textbook 
provides a broad background in eco- 
nomic theory and a detailed description 
of how the economic order operates. 
Throughout, it stresses the practical ap- 
plication of theory in order to make 
economics more meaningful to the be- 
ginning student. It offers a unified, bal- 
anced treatment of microeconomics and 
macroeconomics; supply and demand; 


monopoly; pure competition; etc. The 
analysis is distinguished for its clarity; 
important interrelatiorships, analytical 
comparisons, historical references, and 
contemporary applications are empha- 
sized. Hundreds of original charts il- 
lustrate and focus the discussions. Stu- 
dent Workbook and Instructor's Man- 
ual available. 1961. 878 pp. $7.00 


PUBLIC FINANCE 


Earl R. Rolph and George F. Break 
—both University of California, Berkeley 


Designed for courses in public finance, 
this new textbook sets forth the many 
theoretical and technical issues involved 
at all levels of government. It shows 
how economic intelligence can be ap- 
plied to illuminate the problems of 
public finance. Book provides a descrip- 
tive-historical analysis of government 
finance and its role in the economy; 


presents in detail the various tax sources 
available to the government. American 
fiscal experience predominates, but that 
of other countries is incorporated where 
useful. Book examines current social se- 
curity programs, problems of metropoli- 
tan growth, fiscal theory and policy, etc. 
1961. 586 pp. $7.50 


ECONOMIC HISTORY 
of the UNITED STATES 
Howard R. Smith, University of Georgia 


Departing from the usual approach to 
American economic history, this 

—— highlights those aspects 
of our developing economy which were 
most significant in each historical pe- 
riod. It clarifies the close and constant 
interaction between economic activities 
and political and social behavior; traces 


our economy from its roots, reflecting 
events against the situations and forces 
that created them. “It is an excellent 
merging of economic and political ma- 
terial adroit use of text tables to 
give quantitative emphasis to the literary 
discussion.’”—H. J. Thorkelson, Univer- 
sity of Connecticut. 1955. 763 pp. $7.00 


PRINCIPLES of REAL ESTATE 


Arthur M. Weimer, Indiana University; and 
Homer Hoyt, Homer Hoy? Associates 


Standard work in the field discusses 
and explains the principles that govern 
real estate practice. Book emphasizes de- 
cision-making and the programs for 
translating decisions into action; fully 
explains major physical, legal, eco- 
nomic characteristics of real estate re- 
sources; pinpoints factors related to the 
production of income at fixed sites. 


Covers land development, property man- 
agement, finance, marketing of proper- 
ties, etc. Ample question material pre- 
sents excellent training in the applica- 
tion of principles to situations. “A valu- 
able and useful book.’—W. Brewster, 
Florida State University. 4th Ed., 1960. 


716 pp. $7.50 


THE RONALD Press COMPANY 


15 East 26th Street, New York 10, New York 
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New books on ECONOMICS 
from CHILTON 


WHAT KILLED 
PROSPERITY 


in Every State from 
Ancient Rome to the Present 


By Granam Hutton. A book for 
every citizen who wants to know how 
inflation works and how it can be 
avoided, “Inflation is not just a matter 
of lower living standards for those on 
pensions, and periodic economic crisis 
... It is a threat to democracy itself. 
This is Mr. Hutton’s theme and it is 
forcefully argued.”—Manchester Eve- 
$3.00 


ning News. 


THEORY AND 
MEASUREMENT 
OF RENT 


By Josern S. Kerper, Ernest Kur- 
now, Cuirrorp D. Ciark, and Har- 
vey H. Secat, This book fills a 50-year 
gap. The first modernization of land- 
rent theory since 1910, it thoroughly 
examines past and present thought on 
the subject, and points up the often 
neglected importance of land income 
to our national economy. Illustrated. 


Text edition $7.50 


READINGS IN 
CONTEMPORARY 
ECONOMICS 


By Josern P. McKenna and Atex A. 
RozenTat. Here is a series of dis- 
cussions that will give the student of 
present-day economics an acquaint- 
ance with linear programming, game 
theory, input output, and other vital 
theoretical concepts. 


Text edition $6.00 


Previously published: 


HANDBOOK OF AREA 
SAMPLING 
By Joun Monnoe and A. L. 


RISE OF AMERICAN 
ECONOMIC THOUGHT 
By Henry W. Spiecer 

Text edition $5.00 


STUDIES IN THE THEORY OF 
MONEY 
By Doveras Vickers $6.50 


Three books by Smney Weintravs: 


AN APPROACH TO THE 
THEORY OF INCOME 
DISTRIBUTION 

Illustrated. $6.50 


GENERAL THEORY OF THE 
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Robert Triffin 
GOLD AND THE DOLLAR CRISIS 


A New Edition 


The now famous “Triffin plan” is being vigorously debated by the 
Administration, by Congress, by economists, and in the daily press 
here and abroad. In hearings before the Joint Economic Committee 
of Congress, Senator Jacob K Javits hailed it as “Absolutely the way 
to do it. . . . You have put your finger on the dilemma of the West- 
ern World, how to keep from tying its own hands behind its back.” 
The first edition, published in May 1960, accurately forecast the 
crisis we are witnessing today. This new, up-to-date edition explains 
the later break in the London gold market and appraises the reactions 
of both the Eisenhower eg the Kennedy administrations to the 
developing crisis and the programs adopted, or contemplated, to 
deal with it. The problem outlined in Gold and the Dollar Crisis re- 
ceived first billing in President Kennedy's Message on Gold and the 
Balance of Payments. Its study has been urgently entrusted to the 
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veloped countries. Starting with the decision-making process, Mr. 
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back not so much by the “vicious circle of poverty’’ as by difficulties 
in mobilizing latent resources. Mechanisms which are helpful in 
overcoming these difficulties are surveyed, and a positive role in de- 
velopment is assigned to unbalanced growth and to the pressures 
which result from it. Extremely interesting ... Professor Hirschman’s 
obvious experience with practical problems... an insight 
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development.” —The Economic Journal. A Yale Paperbound $1.45 
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in the field. It places unusual emphasis upon what can be learned from the 
study of local finances and upon the ways that grass roots political and 
economic development can reinforce each other. $5.60 


A NEO-CLASSICAL THEORY OF ECONOMIC GROWTH 


By J. E. MEADE. Professor Meade shows how the assumptions of classical 
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on the theory of economic growth have departed from these assumptions in 
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countries. The author also discusses a number of controversial questions in 
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Theories of Economic 
Growth and Development 


Irma Adelman, Past and current theories about the evolution of 
an economy are used to construct a general framework for the 
consideration of such questions as, how can economic growth 
be artificially stimulated in an underdeveloped society. The best 
insights of the older systems are combined here in a new model. 
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Canadian Agriculture in 
War and Peace, 1935-1950 


G. E. Britnell and V. C. Fowke. This detailed study of agricul- 
tural policy and food supply in Canada during the Second World 
War is focussed on the creation and implementation of policy. 
The statistical appendix includes tables covering all aspects of 
Canadian agriculture, and there are sixteen photographs and 
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The Economy o 
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A CASE STUDY OF ECONOMIC DEVELOPMENT IN A DUALISTIC SO- 
ciETY. William J. Barber. This examination of the interaction of 
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knowledge. Certain political and social issues that have had an 
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Alexander F. Kerensky. Drawing upon the magnificent collec- 
tions of the Hoover Institution on War, Revolution and Peace, 
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the Provisional Government, these three volumes present a com- 
plete history through the translation of official documents, cor- 
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porary press reports. Three volumes, $30.00 
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What motivates a Golden Age— 
or a Decline and Fall? 


Read the original and compelling answer 
presented in this important new book 


THE 
ACHIEVING 
SOCIETY 


by David C. McClelland, Professor of Psychology in the 
Department of Social Relations, Harvard University 


“THIS BOOK WILL BECOME A CLASSIC” 


From a prepublication review 


What motivates an achieving society? In a stimulating, imaginative analysis Professor Mc- 
Clelland applies the methods of the behavioral sciences to this traditional problem in eco- 
nomics and history. In particular, he shows how one human motive, the need for Achieve- 
ment, recurs regularly in the imaginative thinking of men and nations before periods of 
rapid economic growth. He draws evidence from history and from some 40 contemporary 
nations. The book provides a sound basis for evaluating theories of the rise and fall of 


civilization such as those advanced by Toynbee, Spengler, Kroeber, Marx, Weber, Sorokin, 
and Parsons. 


Emphasizing factual, quantitative tests of the relationships discussed, the book also explores 


the way in which a strong need for Achievement promotes successful entrepreneurship. 


September, 1961 500 pages $7.95 
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120 Alexander Street Princeton, New Jersey 
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cussion of economic problems raised by institutional arrangements and market 
techniques. Published for the National Bureau of Economic Research. 

334 pages. $7.50 


Productivity Trends in the United States 
By JOHN W. KENDRICK 


Dr. Kendrick’s study is the first systematic presentation of estimates of produc- 
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period. It also analyzes the impact of productivity change on economic aggregates 
and structure. The author has carefully developed the concept and meaning of pro- 
ductivity change as well as the methodology for productivity measurement. Published 
for the National Bureau of Economic Research. 

672 pages. $12.50 
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By SIMON KUZNETS 


An examination of long-term trends in capital formation and financing in the 
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the COLLEGE Department of 


RAND MSNALLY 
announces the FALL publication of 


READINGS ON THE SOVIET ECONOMY 
. Edited by Franklyn D, Holzman + Tufts University 


A collection of 41 of the best essays published on the Soviet Economy 
in the past 20 years. The book penetrates the Soviet economic system in 
ten major areas, including articles on theory, statistics, and descriptions 
of institutions. It covers all aspects of the economy including such topics 
as growth, planning, organization of industry and agricultyre, finance, 
foreign trade, and standard of living. 

It is important to note that in almost every section there 
are articles that compare the Soviet progress with the United States and 
other Western nations. 

Each topic is fully treated by what the editor believes the 
most comprehensive and useful papers available. This comparative, 
informative presentation cannot but illuminate the complex Soviet 
system. The book will be useful for graduate courses and will supple- 
ment existing textbooks at the undergraduate level in both Soviet econ- 
omy and comparative economic systems courses. 


Fall 1961 ¢. 750 pages c. $5.95 list 


NATIONAL INCOME AND ECONOMIC GROWTH 
By Kenneth K. Kurihara + Rutgers University 


This new book is designed for students of Macroeconomic theory. It 
presents a more comprehensive treatment of economic growth than the 
prevailing national income texts because: 


1. It integrates the essentials of national income accounting, a simple 
yet rigorous treatment of income and employment theory, and an operationally 
Significant introduction to growth theory. 

2. The book contains a comprehensive treatment of all the implications 
and ramifications of national income analysis in a compact and non-contro- 
versial manner suitable for students of macroeconomic theory in one-semester 
courses. 


3. The author presents a balanced analysis of inflation and deflation; 
short-run and long-run change; the growth problems of both advanced and 
underdeveloped economies; the effects of both the private and public sectors as 
well as of both the open and closed systems. 


The book includes a number of fresh techniques of analysis. 
For clarity, numerical illustrations and diagrammatical explanations have 
been added to re-enforce the more rigorous complex parts of the 


exposition, Fall 1961 c.17l pages  c. $4.25 list 
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